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ABSTRACT 
With the growing importance being placed on the small business em'irorunent as haying a positiye influence on 
economic gro\\1h and yltality (Emee, 1987: Burns & Dewhurst, 1989), there has been a corresponding increase 
in attention being paid to entrepreneurship and the characteristics of the entrepreneur. TI,is increased attention 
is due to the fact that entrepreneurs ha,-e long been linked to small business creation and recognised as an 
important factor in the small business deyelopment process (Boyd & Gumpert, 1983). Despite the quantity of 
research on entrepreneurship, there appears to be an ongoing controversy oyer what characterises an 
entrepreneurial business. and the specific characteristics of the small business entrepreneur_ It has been argued 
that although tilere is an oyerlap between entrepreneurial and non-entrepreneurial businesses. they are in fact 
different entities (Carland, Hoy, Boulton & Carland, 1984: Drucker, 1985), and that not eyery indiyidual who 
starts a business is an entrepreneur (Drucker. 1985). 
Small business entrepreneurship has been found to be specifically related to the psychological characteristics of 
the m\ner-manager who controls the business (Miller. 1983). The purpose of this research was to identify and 
describe psychological characteristics displayed b,- a group of South African small business entrepreneurs, 
thereby compiling a psychological profile of tile small business entrepreneur_ Gi,-en ti,e nature of 
entrepreneurial actil'ities and processes, Hofer and Bygraye (1992) recommend that accurate, precise_ 
qualitative data that is rich in its descriptiye characterisation of the situation and the phenomenon inyolved be 
collected. As a result. the researcher used qualitati"e rather than quantitatil'e methods of inyestigation_ 
Innoyatiye behayiour has long been linked to entrepreneurship (Schumpeter. 1934) and entrepreneurial 
businesses were distinguished from other small businesses by their use of innm-at;Ye strategic practices. Two 
sample groups_ consisting of entrepreneurial and non-entrepreneurial businesses, ,yere created and the data 
collected were analysed independently_ 
The resuits , based on personal interyiews with 32 small business m\ner-managers and ti,e administration and 
interpretation of ti,e Structured Objecti,-e Rorschach Test (SORT), indicate that small business entrepreneurship 
should not be used as a term synonymous with small business m\nership and/or management. Despite 
similarities between small business entrepreneurs and other small business owner-managers. the results suggest 
that a distinction between the two groups is necessary for accurate future research on entrepreneurs. The 
entrepreneurs differed from other small business m\ner-managers in terms of their psychological characteristics 
including their motives, their perception and attitude towards the external environment, and yarious sociological 
Cactors_ The entrepreneurial businesses were also different in that they were more irmovatiye and growth 
oriented than the non-entrepreneurial businesses. 
The research contributes towards a clarification of the concept of small business entrepreneurship and indicates 
a need for more precise sampling teclmiques to be used in entrepreneurial research. 
·11· 
ACKNOWLEDGEMENTS 
I am indebted to Sandy Sparrius. my supen'isor for her continued enthusiasm, yalued insight into the research 
process as well as her support throughout the year. 
Many thanks to the participants for their time and effort in acconmlOdating me and their readiness to participate 
in the research process . n,ank you for giying up your tinle and sharing your experiences with me. 
Thanks to the library staff. especially Pelmy Hamson who were always willing to help and deal with my 
requests throughout the year. 
The financial assistance of the Center for Science DeYelopment (HSRC, South Africa) towards this research is 
hereby acknowledged. Opinions expressed and conclusions am,'ed at , are those of the author and are not 
necessarily to be attributed to the Centre for Sciencc De,·elopment. 
To my parents who ha,'e continually supported me, thank you for the constant support and guidance o,'er the 
years. It is greatly appreciated. 
-111 -
TABLE OF CONTENTS 
Page 
.~ Abstract _______________ ________ ___ ____ _ 
AcknO\\·ledgements ___ __________________________ ll 
Table of conlents llV 
List of tables VII 
List of figures VlI 
CHAPTER I INTRODUCTION 
CHAPTER 2 LITERA TURE REVIEW 
2.1 Understanding entrepreneurship _ ______________________ 5 
2 .2 The entrepreneurial process, ______ __________ ________ 9 
2.2. I Stages of the entrepreneurial process I () 
2.2.2 Characteristics of the entrepreneurial process 12 
2.2.3 Faclors affecting the entrepreneurial process 13 
2.3 The external enyirorunent 13 
2.4 Sociological factors 16 
2.4.1 Role models 16 
2.4.2 Social and professional networks 16 
2.5 11,e indiyidual 17 
2.5.1 Personality characteristics 18 
2.5.2 Childhood family em-irolUnent 18 
2.5.3 Age 19 
2.5.4 Gender 19 
2.5.5 Motiyation 20 
2.5.6 Education 24 
2.5 .7 Experience 25 
2.6 The small business 26 
2.6. I Identifying small entrepreneurial businesses 28 
2.7 Results of entrepreneurship 3 I 
2.7.1 The benefits ofself-emplo~ment 31 
2.7.2 11,e costs of self-emplo~nlent 31 
2.8 The economic functional approach to understanding entrepreneurship 32 
·rv· 
Page 
2.9 1dentif','ing entrepreneurs from personality characteristics, ______________ 36 
2.9.1 Psychod"namic approach 37 
2.~:2 Social development model 38 
2.9.3 Trait approach 39 
2.10 Understanding entrepreneurship from a behavioural approach 44 
2.11 The contingency approach 47 
2.12 Summary and s" nthesis 49 
2.13 A proposed framework for researching small business entrepreneurship 50 
CHAPTER 3 METHODOLOGY 
3.1 TheoreticalOrientation, __________________________ 53 
3.1.1 Research focus 54 
3.2 Methodologv 54 
3.2.1 Procedure for data collection 54 
3.2.1.1 Sample 55 
3.2. L2 In-depth intenie\\" 56 
3.2.1.3 Structured-Objective Rorschach Test 57 
3.2.2 Data analysis 58 
3.2.2.1 In-depth inten'iew 58 
3.2.2.2 Structured-Objecti,'e Rorschach Test 59 
3.2.2.3 Statistical analvsis of the SORT 59 
CHAPTER"' RESULTS 
4.1 Demographics 60 
4.2 The business created. ___________________________ 60 
4.2 .1 Structure 60 
4.2.2 Type 60 
4.2.3 Strategic behaviour 61 
4.3 Individual psychological characteristics 63 
4.3.1 Motivational factors leading to self-employment 63 
4.3.2 Autonomy and independence 69 
4.3.3 Persistence and determination 70 
4.3.4 Risk taking 72 
4.3.5 Tolerance of ambiguity/uncertainty 74 
4.3 .6 Self-confidence 74 
4.3 .7 Stress 75 
·v· 
Page 
~.4 Indiyidual competencies ____ ____ _________ ________ _ 76 
4.4.1 Education ____ _ _____ _ _________________ _ 76 
" 4.-1.2 Experience, _ _________ ___ _ ___________ _ _ _ 77 
4,5 Sociological factors, _ _ ___ ______ _______________ _ 79 
4,5,1 Role models ______ ___ ~ _ _ _ ___ ___________ _ 79 
4.5.2 Personal and professional networks _ _ ___ ______________ _ 79 
4.6 Perceptions of the external enyiromnent _ _ ___ ______________ _ 81 
4,7 Structured-Objectiye Rorschach Test (SORT) _ ___ _ _ ________ _ _ _ 84 
CHAPTERS DISCUSSION 
5, I IdentifYing small entrepreneurial businesses, ___ _____ _____ ______ 86 
5.2 Characteristics of the indiyidual 86 
5,2,1 Age 86 
5.2,2 Gender 87 
5.2.3 Marital status 87 
5.2.4 Motiyational factors 87 
5,2.5 Autonomy and independence 9 I 
5.2.6 Persistence and deternlination 92 
5,2.7 Risk taking 93 
5.2.8 Tolerancc of ambiguity and uncertainty 94 
5.2 ,9 Self-confidence of entrepreneurs 95 
5,2. 10 Stress 95 
5.2.1 I Acti,ity potential 96 
5.2. 12 Inductiyc tendency 97 
5,2.13 Flexibility Y7 
5,2 ,14 Moodiness 97 
5.3 Indil'idual competencies 97 
5.3 .1 Education 97 
5.3.2 Releyance of experience to entrepreneurship 99 
5.4 Perception of the external enyiromnent I UU 
5.5 Business characteristics 102 
5.5,1 The business structure 102 
5.5.2 The strategic business focus 102 
5,6 Sociological factors important to the entrepreneurs 105 
5,6, I Personal and professional networks 105 
5,6.2 Role models 106 
-VI-
Page 
CHAPTER 6 CONCLUSION 
6,1 The profile of the small business entreprcncur _________________ 109 
REFERENCES _________________________________________________ 113 
APPENDICES 
Appendix I : Guideline for qualitatiye inte",ie"' __________________________________ I27 
Appendix 2: Construction of the SORT 129 
-VII-
LIST OF TABLES & FIGURES 
List of Tables Page 
Table J. MotiYes leading to self emplo~ nlent 22 
Table2. Benefits and costs of entrepreneurship 32 
Table 3. Profile of respondents by business types 61 
Table 4. Expressed motiYes of respondents 63 
Table 5. Highest education le\'el attained by respondents 77 
Table 6. Preyious occupational experience of respondents 77 
Table 7. Mean and standard deyiation of the 25 SORT traits 83 
Table 8. T -scores and differences between the means of the groups 84 
List of Figures Page 
Figure I. Moore's (1986) model of the entrepreneurial process with embcllishmcnts, _______ 1IJ 
Figure 2. Entrepreneurial management style 45 
-J-
CHAPTER 1 INTRODUCTION 
With the prediction of a more chaotic and YOlatile businesss environment in the 1990's (Coetzee & Visagie. 
--. 
1993) and a growth in unemplo)ment, the need for a more flexible and innoYatiYe approach to business has 
been identified as essential for economic adyancement in South Africa. The stimulation of the small business 
sector has been identified as part of the mechanism through which increased emplo)ment (Erwee, 1987; Burns 
& Dewhurst, 1989), economic growth and deyelopment, as well as regional or national prosperity can be 
attained (Mahadea, 1993). Because ofpositiye perceptions by the government, the private sector. and much of 
the public at large of the small business sector's potential as part of the solution to the economic problems in 
South Africa, there has been a rapid increase in the number of pri"ate sector organisations, such as the Small 
Business Development Corporation, the Urban Foundation and other financial institutions, aimed at 
encouraging smali business fonnation (Erwee, 1987). 
Entrepreneurs ha,'e long been linked to small business creation and recognised as an important factor in the 
small business development process. While entrepreneurs have been categorized by Amit, Glosten and Muller 
(1993) into those who are profit-seeking, either working indi,-idually or in a corporate setting, and those who 
are not profit-seeking, working in charitable, government and other not-for-profit organisations, this research 
project focuses exclusiyely on the small business em-ironment in it's investigation of entrepreneurship. 
Despite the quantity of research on small business entrepreneurship, there appears to be an ongoing controYers,' 
oyer what characterizes the entrepreneur: and the specific characteristics of the smali business entrepreneur. 
Today's models of entrepreneurship are mainly descriptive. being empirical or phenomenological rather than 
theoretical (Bygrave, 1989). On examining tl,e methods aimed at de"eloping empirical models for 
entrepreneurship, there appears to be a lack of preciseness at the very root of the paradigm: the definition of the 
entrepreneur; and despite the w'ide research that has been conducted in the entrepreneurship paradigm. 
researchers cannot agree on basic precepts of entrepreneurship, and the entrepreneurial process. The work of 
academics in a nmnber of disciplines researching different aspects of entrepreneurship is characterised by a 
wide variety of approaches. TI,ere are several schools of thought regarding entrepreneurship and these may be 
divided roughly into those that identif}' the word with an economic function ; those that identif}· it with an 
individuaL those that view entrepreneurship in behav-ioural tenus (Burns & Dewhurst, 1989); and the 
contingency approach which views entrepreneurship as a function of various contextual variables. 
The economic development of the concept of the entrepreneur has provided some important factors used to 
distinguish between the entrepreneurial function and other related functions (i.e. the management function). 
Hebert and Link (1982) identify four generic types of theories within the economic literature: those that stress 
uncertainty as the key environmental characteristic of the entrepreneur; those that highlight innoYation; those 
that regard entrepreneurship as a combination of uncertainty bearing and either innovation and spacial ability; 
and those that emphasizes perception of, and adjustment to disequilibrium. The common element that links most 
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of these theories is either Wlcertainty, innoyation or a combination of the two (Van Daalen, I 99IJb). Economic 
theorists themselyes appear to haye accepted that sources of change in the economic sl'stem lie outside the 
actual economic system itself (McClelland. 1961): and although the psychological contributions hal'e often been 
neglected by mainstream economists, there is a gro\ling awareness of the importance of including a 
human/societal perspectiye into the economic process (Sadie, 1987 cited in Van Daalen, 1990b). TIle question 
then arises as to whether entrepreneurship inYoll'es entrepreneurs: indiyiduals with certain identifiable 
characteristics. 
TIlere are three approaches used by psychologists to identi(\' and describe enduring personality traits of the 
entrepreneur: the psychod~namic approach (which focuses on the motil'ation and drives as central components 
of behaviour): the social development model (which takes consideration of the situation encoWltered): and the 
trait approach (\I'hich is the most popular approach and aims to identi(\' enduring characteristics of the 
entrepreneur). A wide range of psychological characteristics haye been attributed to entrepreneurs: attributes 
such as : an achieyement orientation, an internal locus of control, a risk taking propensity, and an innoYatil'e 
tendency. Despite the identification of psychological characteristics beliel'ed to differentiate entrepreneurs from 
non-entrcpreneurs, these approaches hal'e been Iyidely criticized. Carland and Carland (1984) point out that 
prel'ious research which investigated these characteristics and attributed them to entrepreneurs were not all 
empirical and. more importantly. the research samples were by no means homogeneous. The authors of many 
past sturues usually did not provide important information regarrung their samples and they usually made broad 
generalisations in defming an entrepreneur (Gartner. 1989a) . 
Consequently. researchers such as Steyenson and Gumpert (1985) hal'e rejected the idea of entrepreneurship as 
an economic fWlction. and the idea that it is possible to identi(\' the personal characteristics of entrepreneurs. 
Gartner (1989b) has argued that trait approaches have been unfruitful and that behal'ioural approaches will be a 
more productil'e perspectil'e for researching entrepreneurship. It was also expected that the behal'ioural 
approach would haye practical implications for promoting and training entrepreneurs. The behal'ioural 
approach identifies between two clifferent managerial approaches : the trustee (less entrepreneurial) and the 
promoter (more entrepreneurial) and states that all indil'iduals can be fOWld between these two extremes. 
Individuals can. accorrung to the behal'ioural approach, be trained to behave more entrepreneurially, thus 
increasing the nWllber of effectil'e entrepreneurs within a commWlity or geographic region. 
More recently, the contingency approach has assumed that the behal'iour associated with the entrepreneurial 
business. or the entrepreneur. is a function of various contextual I'ariables (Van Daalen, Van Niekerk, Pottas, & 
Vermeulen. 1990). Some of the research in this area has been conducted by Miller and Friesen (1982), Miller 
(1983), and Miller and Toulouse (1986). Miller and Friesen (1982) singled out product innoyation as the 
primary measure of entrepreneurial actil~ty and they rustinguish between entrepreneurial and conserl'ative firms 
based on this innovative behaliour. Entrepreneurial firms identi!)' innovation as a natural state of affairs. 
TIlese firms develop a competitive strategy aimed at making dramatic innovations as a matter of routine and 
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take concomitant risks. The consen'atiYe fiml innol'ates only " 'hen challenged. The model predicts that 
innoyation will not take place in conserYatiyc finns unless: (a) there arc serious challenges. threats. or 
instabilities in them: (b) there is information about these challenges brought to key decision makers by effectiye 
.-. 
scanning and control systems and: (c) structural. technocratic, and financial resources are adequate for 
innol'ation (Miller & Friesen, 1982). 
Miller (1983) focused more on the behayiour of entrepreneurs. yet at the same time distinguished between the 
organisational contexts in " 'hich they were operating. Miller (1983) identifies entrepreneurship as being a 
characteristic of the firm, rather than any independent actor. Miller (1983) argues that with the groll1h and 
complexification of organisations, there is continually a need for organisational renewal. innoyation. 
constructive risk-taking, and the conceptualisation and pursuit of new opportunities. a pursuit tilat often goes 
beyond the efforts of one key manager. Miller (1983) further argues that the correlates of entrepreneurship y~' 
in a systematic and logical way from one 1\1le of finn to another. Accordingly, Miller (1983 ) distinguishes 
between three different 1\1les of firms: simple fimls. planning finns and organic firms . This research focuses on 
businesses that haye a simple firm structure. 
Carland et al. (1984) argues for a fundanlental distinction between entrepreneurs and small business OImers. 
Yet a great deal of research fails to distinguish behl'een an entrepreneurial venture and a new business yenture. 
making entrepreneurship slnonymous with the indiyidual who creates and operates a new enterprise (Aluned. 
1985: Begley & BoYd. 1987a: Cocper & Dunkelberg. 1987: Hisrich & Brush, 19&6: Low & MacMillan. 1988) 
With the growing need to differentiate behYeen entrepreneurial and non-entrepreneurial businesses. there has 
been a concerted effort to achiel'e thi s distinction and it is the actiyities and strategic behayiours of the 
businesses (and business OIlners) that haye been used to determine whether the business is entrepreneurial or 
not. 
In detemlining a structure from which to research the small business entrepreneur. B\'graye (I ~89) proposes 
that rather than reducing problems to neat constituents (i.e. reductionist techniques such as physics). we should 
look at the whole (i.e. case studies) to better understand the entrepreneurial process. The heart of the 
entrepreneurial process argues Bygrave (1989), "ill be found in the descriptive background of the event, 
requiring exploratory or grounded research into all aspects of the process. As Bygrave (1989) argues, it is 
important that the entrepreneurial paradigm focus on its needs as an infant paradigm that lIi ll allow it to 
develop: needs such as detailed descriptive or phenomenological studies. 
Psychological research of small businesses or, in Miller's (1983) terms, simple finns , "ill therefore benefit most 
by focusing on indi\~duals, their psychological characteristics and behayiours. Shaver & Scott (1991). using a 
psychological approach, emphasize the focus on the individual but still acknowledge the importance of the 
influence of the environment. 
-~-
With regard to Bygraye's (1989) recommendations, this research project aimed, through the use of qualitative 
and quantitative approaches, to differentiate benyeen entrepreneurs and other small business O\\TIers. In doing 
this it aimed to identm· and describe the psychological characteristics of a group of South African small 
"-.. . -
business entrepreneurs. There were nyo goals that the research attempted to achieve. 
The first goal of the research was to identify and describe psychological characteristics displayed by a group of 
South African small business entrepreneurs, thereby compiling a psychological profile of the small business 
entrepreneur. This invoh·ed in, ·estigating "arious indi"idual psychological characteristics presumed to be linked 
to the process of entrepreneurship in the small business em·ironment. 
The second goal of the research was to explore various contentions concerning the personality and other 
psychological characteristics of small business entrepreneurs . This included investigating moti"es, personal 
attributes (including the entrepreneurs self-perception). and personal and enviromnental factors perceived to be 
important for entrepreneurship. 
It is anticipated that the research will contribute to clarifc. ing the psychological characteristics of small business 
entrepreneurs. Research that contributes to the identification and description of psychological factors affecting 
entrepreneurship can yield important information to be used in the promotion and de"elopment of 
entrepreneurship in South Africa. 
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CHAPTER 2 LITERA TURE REVIEW 
2.1 Understanding entrepreneurship 
There has been a striking increase in the level of attention paid to the subject of entrepreneurship. This increase 
in interest seems to have stemmed from some major economic and social changes in the economy as analysts 
have discovered that small fInns contribute mightily to economic grO\,th and vitality (Burns & Dewhurst. 
1989). MoreO\·er. many have chosen entrepreneurial careers because doing so offers greater economic and 
psychological rewards than does the large company route (Boyd & Gumpert, 1983: Lee-Gosselin & Grise' , 
1990) 
Entrepreneurship is one of the youngest paradigms in the management sciences, and because of this. research is 
still in its early stages compared to almost all the physicaL and most of, the social sciences. Bygrave and Hofer 
(1991) argue that due primarilv to impressive advances in its body of empirical knowledge over the last ten 
years, entrepreneurship could claim to be a legitimate fIeld of academic inquiry in all respects except one: it 
lacks a substantial theoretical foundation. In contrast with other disciplines (e.g. physics), entrepreneurship has 
no great theories and where other disciplines have robust models w;th constant parameters. models of 
entrepreneurship are fragile and parameters are always changing (Bygrave, 1989). 
As with all paradigms, the entrepreneurial paradigm has emerged through research utilizing methods and 
theories of other sciences, theories and methods which mayor may not be appropriate to the specifIc discipline. 
Bygrave (1989, p. 7) furnishes two reasons to support the argument that these borrowed methods and theories 
may sometimes be unsuitable to furthering our understanding of entrepreneurship: 
entrepreneurship begins with a disjointed, discontinuous, non-linear (and usually unique) event that cannot 
be studied successfully with methods developed for measuring smooth, continuous, linear (and often 
repeatable) processes. 
As a science, entrepreneurship is in its infancy. Hence if we "force" sophisticated methods from advanced 
fIelds such as economics onto entrepreneurship, we may be investigating "contrived" problems because 
they can be analyzed ,,;th complicated mathematical technology. 
roday's models of entrepreneurship are mainly descriptive, being empirical or phenomenological rather than 
theoretical (Bygrave, 1989). On examining the methods aimed at developing empirical models for 
entrepreneurship, we fmd a lack of preciseness at the very root of the paradigm: the defInition of the 
entrepreneur. If researchers are unable to agree on a defInition of an entrepreneur, it is extremely unlikely that 
they will have or be able to develop variables with precise defmitions, instruments with clear specifIcations, and 
populations with exact demarcations (Bygrave, 1989). 
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Recent reviews of research on entrepreneurship have indicated a lack of agreement on defining entrepreneurship 
and, more basically, a concern over what entrepreneurship constitutes as a field of study (Brockhaus, 1987: 
Low & MacMillan, 1988: Ronstadt Hornaday, Peterson & Vesper, 1986). There is a concern that 
.~ 
entrepreneurship has become a label of convenience with little inherent meaning (Gartner, 1990), a term that 
may have outlived its usefulness. 
Bygrave and Hofer (1991) stated that good science has to begin with good definitions. while Sexton (1987) 
noted that so many definitions are being used to define samples of business owners/entrepreneurs that a 
definition of the sample tested is more important than a definition of small business entrepreneurship per se. 
Textbook writers usually deal with entrepreneurship by listing a catalogue of different ways in which it can be 
used: but a lack of agreement on what activities can be regarded as "entrepreneurial" ensnares most empirical or 
theoretical research efforts (Hornaday. 1992). 
Gartner (1990) attempted to organize the confusion ,vith an elaborate Delphi stud". He identified 90 
entrepreneurial attributes and described (through clustering) eight entrepreneurial themes. TI,ese eight themes 
are: 
The entrepreneur: The entrepreneur theme is concerned "ith whether entrepreneurship involves 
indi\iduals with unique personality characteristics and abilities. Most of the attributes that are used to 
describe the entrepreneur (e.g. risk taking. an internal locus of control. autonom,·. perseverance. 
commitment. vision. creativity) correlate with this theme. 
Innovation: This theme is characterised as doing something new with an idea. product sen ·ice. market. 
or technology in a new or established organisation. The theme suggests that innovation is not limited to 
new Yentures. but recognized as something which older and/or larger organizations may undertake as well. 
Organisational creation: TI,is theme describes the behaviours inmh'ed in creating organisations. TI,is 
inYoh'es acquiring and integrating resource attributes. 
Creating value: This theme articulates the idea that entrepreneurship creates yalue. The attributes in this 
theme indicate that value creation might be represented by transforming a business, creating a new 
business. growing a business, creating wealth, or destro)ing the status quo. 
Profit or nonprofit: The profit/nonprofit theme is concerned with whether entrepreneurship involves 
profit-making organisations only. 
Gro,,1h: At issue in this theme is the importance of gro,,1h as a characteristic of entrepreneurship. Most 
of the attributes in this factor describe grow1h, although two of the attributes describe profit as well. 
-7-
Uniqueness: TIlis theme suggests that entrepreneurship inmh'es uniqueness. Uniqueness is characterised 
by attributes such as a special ,yay of thinking. a , 'ision of accomplisrunent, the ability to see situations in 
tenns of unroet needs. and creating a unique combination. 
The owner-manager: The attributes correlated with this theme point out that the management and 
o"nership of an ongoing smaller organisation are often tied to entrepreneurship (Garrner 1990. p. 21-26). 
Although these eight themes describe many di,erse types of acti,'ities and states of existence. they seem to 
reflect different parts of the same phenomenon. Gartner (1990) concludes his paper by stating that his data 
demonstrated that there is little agreement on a definition of entrepreneurship. Consequentl,·. not only the 
supply of entrepreneurs but also the supply of operational concepts of entrepreneurship are absent where they 
are needed most. If theory in the area of entrepreneurship is to deyelop. researchers "ill haye to find 
commonalities in order for comparisons to be made across studies. 
In order to arriye at an acceptable definition of entrepreneurship and the entrepreneur, Lm, and MacMiliam 
(1988) identified entrepreneurship as the creation of new enterprise. Bygraye and Hofer (1991. p. 14) prm'ide a 
more detailed description by defining the entrepreneurial process as "inmh'ing all the functions. actiyities, and 
actions associated "ith the percei"ing of opportunities and the creation of organisations to pursue them" . 
B\'graye and Hofer (1991. p. 14) similarly. define an entrepreneur as "someone who percei,es an opportunity 
and creates an organisation to pursue it". TIlese are extremely broad definitions and they identi!)' any act of 
new-yenture-creation as an entrepreneurial process . 
Using this or any other similar definition means that any small business miner-managers may be selected as 
sample respondents in research on entrepreneurs (Hornaday & Aboud, 1971: Van Daalen et at.. 1990): and the 
assumption underlying these selections is that the entrepreneur (small business owner) was the indiyidual who 
brought the resources together and initiated the business . It is however clear that not all people who start and 
o"n a business are necessarily entrepreneurs and the businesses they create are not necessarily entrepreneurial 
firms (Carland et al.. 1984: Drucker. 1985). 
In a business setting it appears that the process of endowing resources with new wealth-producing capacity 
(yiewed as the act of innoYation by Drucker, 1985) is central to any conceptualisation of entrepreneurship 
(Amit, Glosten & Muller. 1993). Entrepreneurship was defined by Amit, Glosten and Muller (1993. p. 816) as 
"the process of extracting profits from new. unique, and yaluable combinations of resources in an uncertain and 
ambiguous em·ironment". This definition undertakes to differentiate between the small business o\\ner and the 
entrepreneur by identi,t;.ing the entrepreneurs innovative function that is performed within an uncertain andlor 
ambiguous emironment. 
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Because of the ambiguity surrounding entrepreneurship and definitions of the entrepreneur, for the purposes of 
this research project the follo\\;ng definitions are used: 
'-, 
"Entrepreneurship is the process of creating something different ,,;th yolue by deyoting the necessary 
time and effort, assuming the accompanying financial, psychic, and social risks, and recei\'ing the 
resulting rewards of monetar" and personal satisfaction" (Hisrich & Peters, 1989, p. 6). 
"An entrepreneur is an innoYatiYe person who creates something different with \"alue (added) by 
devoting time and effort, assuming the ... [mancial, psychological and social risks ... in an action-
oriented perspectiye and recei\'ing the resulting rewards (and punislunents) of monetar" and 
personal satisfaction" (Solomon, 1985, cited in Solomon & Winslow, 1988, p.164). 
When re\'iewing the literature. it is important to note that due to limitations of the paradigm of entrepreneurship, 
attempts to compare results from a yarie!)' of research undertaking is extremel" difficult and one should proceed 
with caution. The failure to proyide a definition of the entrepreneur or to adequatel" docwnent sample 
characteristics seyerel" limits the comparabili!)' of the data. Despite this, there ha\'e been a nwnber of 
important contributions towards the literature on entrepreneurship from a yarie!)' of different disciplines using a 
wide range of research teclll1iques. 
n,e work of academics in different disciplines. rcsearching different aspects of entrepreneurship is 
characterised b" a wide yarie!)' of approaches. a comprehensi\'e sun'e" of which would not onl" be 
preswnptnous but would also be impossible in the present context. It is also extremel" difficult to classify these 
different approaches, for a nwnber of them are essentially interdisciplin",,·. There are se\'eral schools of 
thought regarding entrepreneurship and these ma" be di\ided roughly (rather than classified distinctly) into 
those that identif'y' the word \\;th an economic function; those that identif}' it with an indiyidual: those that yiew 
entrepreneurship in behayioural terms (Burns & Dewhurst, 1989); and the contingency approach which \;ews 
entrepreneurship as a function of yarious contextual yariables. 
In the light of tl,e aboye limitations, Moore's (1986) process model was used as a framework for describing the 
entreprenewial process. A summary of Moore's (1986) model will be given together with a discussion of the 
factors that influence this process: the small business emironnaent in South Africa, the organisational factors, 
sociological factors, and personal characteristics. The effects of entrepreneurship, both positive and negative on 
the individual small business entrepreneur, will then be discussed in Section 2.7. 
Finally four different approaches used to im'estigate entrepreneurship or the entrepreneur are reyiewed: the 
contributions towards a functional understanding of entrepreneurship from an economic perspective (Section 
2.8); the identification of entrepreneurs by personali!)' characteristics (Section 2.9); the behavioural approach to 
understanding entrepreneurship (Section 2.10); and the contingency approach (Section 2.11). Section 2.12 
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integrates yarious contributions towards entrepreneurship tilcory. Wllat will cyolye from Section 2.12 is a 
psychological perspectiYe (Section 2.13) on which the present research study has been based. 
2.2 The entrepreneurial pro;-Css 
Entrepreneurship is a complex and multidimensional phenomenon. Much of tile past research on 
entrepreneurship has been unidimensional, focusing on a single aspect of the entrepreneur or entrepreneurship, 
and its main purpose has been to show how entrepreneurs or tileir finns differ from non-entrepreneurs or non-
entrepreneurial finns. If it is accepted that there are many different types of entrepreneurs and many different 
ways to be one, and the finns that are created yary extensiyely as do the environments they operate in (Gartner, 
1985), then the focus must shift to research that considers a combination of yariables that make up each new 
entrepreneurial Yenlure. Similarly, Bygraye and Hofer (I 99 I) argue that it may be useful to shift one's focus 
away from the characteristics and functions of the entrepreneur, to the nalure and characteristics of the 
entrepreneurial process. 
There is an underl,·ing process in entrepreneurship that starts with the identification of an opportunity and ends 
with the haITesting of the fruits of one's labour (Burns & Dewhurst 1989). Bygraye and Hofer (1991) identi~· 
the entrepreneurial process as inyolying all the functions, actiyities, and actions associated witil the perceiying 
of opportunities and tile creation of organisations to pursue them. There is no one model of the stages of 
entrepreneurial business deYelopment and the number of stages that the business may be said to pass through 
during tiw course of its life cycle is highly yariable. 
While Churchill (I983) differentiates between a stage model for business deyelopment and a stage model for 
entrepreneurship. FlamhoItz (1986) identified stage one (new ,·enlure) and two (expansion) of a four stage 
model of organisational gro\\th as comprising the entTepreneurial phases of a company's development (cited in 
Chell et a!. , 1991, p. 62). Beyond that it is argued, the company must make tile transition to a professionally-
managed business (Chell et aL 1991). FlamhoItz (1986) makes a sharp distinction between the entrepreneurial 
business, which is characterised by infonnality. a lack of systems and a free-spirited nalure. and the 
professionall)·-managed business which is more fonnal, ,,;th well established management systems. In order 
to investigate tins process, we start witil Moore's (1986) model of the entrepreneurial process (Figure I). 
Moore's process model (more precisely a framework) encompasses the main research themes that 
entrepreneurship scholars have worked on for the last thirty years or so (Bygrave, 1989). 
There is almost unanimous agreement that the phenomena in tlUs model (Figure I) are an integral part of the 
entrepreneurship paradigm (Bygraye, 1989). There are however exceptions, such as Gartner (1988) who 
argues that the process of entrepreneurship ends when the creation stage of the organisation is over and 
therefore does not include the growth stage: or Tropman and Morningstar (1989) who argue that there are at 
least two other stages that need to be addressed. These stages are stabilization (stage five) and renewal (stage 
six). 
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Figure 1. Moorc's (1986) modcl of the entrepreneurial process wi th cmbellishmcnts . 
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(Moorc, 1986 cited in Bygra\'e, 1989, p. 9). 
2,2.1 Stages of tile entrepreneurial process 
Thc stagcs of thc cntrcprcncurial proccss arc not rigid or prcdctcnnincd and the timc period of cach stagc is 
highly yariable. Whcthcr cntreprcncurs crcate an inno,·ativc busincss cntcrprisc from scmtch, or whcthcr thcy 
purchasc an cxisting busincss. Lhcy will both foll ow thc samc proccss in implcmcnting in11O\·ati,·c busincss 
pmctices. l1lC four stages dcpictcd in Moorc's (1986) modcl will bc discussed along with Tropman and 
Momingstar's ( 1989) stagcs : stabilization and rencwal. 
Innovative stage 
111is stagc consists or a systcillatic scarch for busincss opporhUlitics and gencration of product-sen 'icc idcas. 
Thc cducation and expericnce of cntrcprcncurs Illay assist in thcir ability to pcrcci\'c and idcntify profitablc 
busincss opportw1itics, and this has bccn fow1d to bc an cspccially important factor for tcelUlical cntrcprcncurs. 
Such idcas arc U1cn cyaluatcd to dctcnnine whcther thc)' represent viablc business opportw1ities (Elkan, 1988). 
If they arc not pcrccivcd as viable, they may be scrappcd or modificd for fwthcr cyaluation. 111is is onc of thc 
most difficult parts of thc cntrcprcncurial proccss as thc cntrcprcneur has to makc assumptions about thc product 
or sen'ice, and it is UlCrcfore esscntial that thcsc asswnptions arc made on currcnt, relevant, and completc 
infonnation (Burch, 1986). 
-11-
Being innoYatil"e requires more than the generation of I"iable business opportunities. it requires that the 
entrepreneur be able to put those ideas into practice. This inl"oll"es the creation of a business plan. again " 'ith 
important assumptions being made about the product-sen'ice idea. Although this innO\'atil"e stage may be 
'-. 
described as systematic and structured, this is seldom the case in a small business em;rorunen!. Ideas may be 
generated on an ad hoc basis, and crude business plans del"eloped. The assumptions made concerning the 
product-sen'ice are. howel"er, still the same and the consequence of inaccurate assumptions is failure. 
innol"ation has been identified as an important tool for the entrepreneur and as a practical method used to 
differentiate between the entrepreneur and others, such as managers and other small busllless o"ners (Carland 
et aI. , 1984). 
The triggering eyent 
At some point in time. once the opportunity has been identified and el"aluated, the cntrepreneur may decide that 
the opportunity identified is firstly a I"iable and potentially rewarding opportunity. and secondly that 
organisational creation is a desirable alternatil"e to his or her present position. This motiYation dri\'es the 
entrepreneur to implement his or her innol"atil"e ideas into more concrete actions. The entrepreneur displays a 
"illingness to act on what has been perceil"ed (Elkan. 1988) and so there is a linking of the iIUlol"ation and 
implementation stages . 
Implementation 
With the implementation stage. which im'oh'es turning the product or sen'ice into a reality. the necessary 
organisation skills are essential (Elkan. 1988) to successful business fornlation . TItis inl"oh'es mastering a 
number of the mechanics of management and so starting the business is often identified more as a managerial 
process than an entrepreneurial process. This is true to a certain degree. as it is clear that the entrepreneur must 
perform a range of managerial functions in order to create and del"elop the organisation. There are howel"er 
strategic decisions that must be taken, and it is the strategic behal"iour of entrepreneurs that is often used to 
differentiate them from managers or managerial behal"iour. At this point in the process the full potential of the 
products or sen'ices are not exploited but are latent or underdel"eloped. 
Growth stage 
In the growth stage the full potential of the products or senices are recognised and taken adl"antage of. This 
stage is characterised by new demands and high pressure. There is often a crisis management ambiance in such 
a situation (Tropman & Morningstar, 1989). The entrepreneur in this stage is under considerable pressure and 
the growth stage is an area where businesses often fail. 
Stabilization 
In this stage. the entrepreneur brings regularity and routine to the business. The grO\\th rate has stabilized and 
the focus is on continuity and stabilization. The business may become more formal, and the transition to a 
professionally managed business is the norm for successful entrepreneurs. The transition from the start-up 
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stages to a more mature stage is often accompanied by a decreasing ability and \\'illingness to identify and 
pursue opportunities (Bums & Dewhurst, 1989). It is an attempt to protect what has have created and so this 
precludes the pursuit of new opportunities. Many entrepreneurs, because of their character, do not perfonn well 
in this type of situation and are more comfortable and effectiye in the initial stages of the idea generation and 
business fonuation. It is at this point that some entrepreneurs Illay leaye the organisation to pursue other 
opportunities. 
Renewal 
Finns which haye remained entrepreneurial eyen after they haye achieved success, have, according to Burns and 
Dewhurst (1989) Urree characteristics: opportunities are broadly percei\'ed: indiyiduals \\ithin the organisation 
desire to pursue them: and the indi\'iduals belieye that it is possible to succeed in the pursuit of Utese 
opportunities. Irmoyation and entrepreneurship are the keys to renewal and they are encouraged in businesses 
that remain entrepreneurial. 
2.2.2 Characteristics ofthe entrepreneurial process 
B"gra\'e and Hofer (1991 , p. 17) have identified some important characteristics of the entrepreneurial process: 
it is initiated by an act of human yolition: 
it occurs at the leye! of the indiyidual finn: 
it inyolyes a change of stage: 
it inyo!yes a discontinuity: 
it is a holistic process: 
it is a dynamic process: 
it is unique: 
it inyoh'es numerous antecedent yariables: and 
it generates outcomes Ulat are extremely sensitiye to the initial conditions of those yariab!es. 
The essence of entrepreneurship is, according to Bygraye and Hofer (1991) the entrepreneur, making it essential 
that hmnan yolition be taken into consideration. The act of becoming an entrepreneur inwlyes changing the 
external enyiromnent from one state (that without a business) to another state (Ulat with a business). In 
addition. it is a holistic and d~ namic process as it evolyes over time. It is also unique and highly sensitiyc to a 
number of antecedent variables (i.e. individual, sociological, organisational and enviromnental factors) . It is 
therefore necessary to consider a combination of variables that make up the entrepreneurial process. The 
entrepreneurial process is a multidimensional phenomenon in which each yariable describes only a single 
dimension of the phenomenon and cannot be taken alone (Gartner, 1985). Bygrave (1989) states that rather 
Ulan reducing problems to neat constituents (i.e. reductionistic techniques such as physics), we should look at 
the whole (i.e. case studies) to better understand the process of entrepreneurship. 
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The heart of the entreprenewial process will therefore be found in the descriptive background of the event, 
requiring exploratory or grounded research into all aspects of the process (Bygrave, 1989). Bygrave and Hofer 
(1991) conclude by stating that any theory of entrepreneurship must be routed in the social sciences, because 
these sciences describe the key variables that underlie the process of venture creation. 
2.2.3 Factors affecting the entrepreneurial process 
It is necessary to take into account the factors that affect this entrepreneurial process described by Moore 
(1986). These factors are ,ital to an understanding of entrepreneurship. Accordingly four factors \\ill now be 
examined: the external em'ironment, sociological factors, characteristics of the individual, and characteristics of 
the small businesses created. 
2.3 The external environment 
TIus em'ironment, or contex!, is the macrocircle within which the small business exists and operates. Tropman 
and Morningstar (1989) identify I\vo major em~ronmental sectors that require attention: (I) superordinate 
culture and, (2) superordinate sttucture. The superordinate culture focuses upon the prevailing \"alues and 
attitudes (the belief system of a particular community or nation). Superordinate sttuctures refer to the large-
scale societal conditions in which ventures operate. The entreprenewial attention to them allows for 
repositioning and redevelopment of strategies. The ten macrochanges John Naisbitt (1983) identified in his 
book as mega trends are SOme of the societal conditions that the entrepreneur must be attentive to. It is not likely 
that the individual or the small business can influence the context to any great extenL but more likely that they 
"ill have to operate within this context b\' adapting themseh'es or their businesses and by focusing on a 
particular niche identified \\ithin the emironment. 
At present, the South African emironment is characterised by a great deal of turbulence. This turbulence is not 
limited to the political arena, but encompasses economic, technological and socio-demographic areas (Maas, 
1993). Coetzee and Visagie (1993) anticipate an even more \'olatile and chaotic business em~onment in the 
1990's, requiring a more flexible business approach in order to adapt and compete more effectively. In addition 
to this turbulence, a rapid gro\\th in the econonUcally active population in South Africa (currently swelling by 
200 000 to 300 000 people a year), and the inability of the formal economy to provide jobs for the ever-growing 
labour force, have contributed to economic problems currently faced in the country. In February 1993 the South 
African Institute of Race Relations stated that only 85 out of every 1000 people entering the job market found 
employment in the formal economy, while in June 1993 Mr Neville Edwards, the general manager of Ned 
Enterprises said that only I % of graduates, matriculants and other school leavers in 1993 would find 
employment in the formal sector of the economy (Race Relations Survey, 1994, p. 469). 
Until recently, the industrial landscape was increasingly dominated by fewer and larger corporations 
(Munchken Management, 1989): a landscape that ignored or even ridiculed small business as a backward 
remnant of an earlier stage of economic development that has been overtaken by the superior technological and 
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productive competence of the large corporations backed by an interventionist state (Vosloo, 1989). This view 
has changed and the stimulation of the small business sector is now seen as part of the mechanism through 
which increased emplO)1l1ent (BUJ<ls & Dewhurst 1989: Em·ee. 1987). economic growth and development as 
" 'e11 as regional or national prosperity can be attained (Mahadea. 1993). TI,e development of small business 
[onnation is regarded as the embodiment of economic freedom and individual liberty, and as a practical way of 
soh'ing problems and enhancing economic growth (Vosloo, 1989). 
Since the acceptance of the small business sector's potential as part of the solution to the economic problems in 
South Africa. there has been a rapid increase in the number of priYate sector organisations, such as the Small 
Business Development Corporation, the Urban Foundation and other financial institutions. aimed at 
encouraging sOlall business formation (Erwee. 1987). EI-Namaki (1990) however warns that many of the 
coDlDlonly accepted assumptions behind a 1"ast number of national small business support policies, which have 
been accepted as sacred and time proven, are in fact not accurate at all : and that treating small business 
development as the solution alone is limited. Small business development has its limitations and much of its 
success depends on what is happening elsewhere in the econom" and in society at large. Small business for all 
its potential. does not create the em'ironment in which it must operate but, like e,erYOlle, is born into an 
em'iromnent that it does not choose. 
TI,ere is an asswnption that the entrepreneur contributes disproportionatel) to the economy of a nation (Carland 
et aJ.. 198~ : Clark. Da"is & Hamish. 1984: Schmitz. 1989) and in fact the shortage of entrepreneurial skills in 
less de"eloped countries is often cited as the reason for economic backwardness (Hart. 1972). Bryce remarks 
that: 
"The most "ital forcc. entrepreneurship - the combination of initiative. c!ri"e and organisational talent -
is thc weakest link in the chain in most underdeveloped countries and perhaps the hardest to do 
an)1hing about quickll." (Brycc. 1965 citcd in Hart. 1972. p. 17) 
Researchers (BawnoL 1990: Elkan, 1988: Meier & Seers, 1984) halc argued that the contention is inYBlid that 
entrepreneurial skills and attitudes are lacking in less developed countries. Meiers and Seers (1984) argue that 
entrepreneurs are often present but take forms which accord with people's attributes and inclinations and with 
local conditions and opportunities. Similarly, BaUlllol (1990. p. 894) hypothesizes that "entrepreneurs are 
always with us and always play some substantial role. but there are a 1"ariel)' of roles among which the 
entrepreneur's efforts can be reallocated, and some of these roles do not follow the constructive and inno"ati1"e 
script that is conventionally attributcd to that person" There may even be times where the entrepreneur may 
lead a parasitical existence that is actnally damaging to the economy. and therefore, how the entrepreneur acts 
at a given time and place depends heavily on the rules of the game (the reward structure in the economy) that 
happens to prevail (BaUlllol, 1990). 
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TIle reward structure in the economy that specifies the relatiye payofTs to difTerent entreprencurial aetiyitics 
plays a key role in detennining ,,'hcther entrcprencurship ",ill be allocated in producti,'c (i,e, iMoyation) or 
unproductiye (i,e, organised crime) directions and this can significantly influence the country's economic gro,,1!) 
(Baumol. 1990, p, 918), Harper (1991) stated that there are entrepreneurs in e,-ery community, and they will 
start and run businesses in their o"n and society's interests if they are allQ\,-ed (and encouraged) to do so, 
Stimulating entrepreneurial initiatiye is therefore a strategic proccss that embodies calculated strategic choices, 
TIlere are strategies open to the entrepreneur in tenns of industry choice, and indiyidual and resource-task fit: 
and there are strategies open to the regulators and support agencies in temlS of use of industrial policy, and 
explicit stimulation of industrial sectors or branches (EI-Namaki, 1988), 
Assistance is needed in order to remoye external barriers which act as impediments to entrepreneurs in the sense 
that business opportunities ,,-hich ha,'e been identified, caMot be exploited (SnYman, 199 I), Examplcs of such 
barriers include political and regulatory aspects, a weak infrastructure, and a shortage of capital. Assistance is 
also required to mcrcome internal barriers, in terms of the entrepreneurs' ability to manage a business 
successfully, Although gm'errunent and pri,'ate sector stimulation haye an effect on the potential of small 
business in the country, the success of a business rests primarily on the initiatiYe of the individual to create a 
yiable business, The existence of a fayorable em'ironment " 'ill not by itself cnsure entrepreneurial aetiyity 
(Burch, 1986), The indiyidual. rather than \"ague and impersonal market forces, plays an important role in the 
competitiye success of indiyidual businesses or economies, as well as the shaping of these economic processes 
(Cannon, 1991), Today there continues to be an implicit assumption that this indiyidual. the 'entreprcncur', 
contributes disproportionately to the economy of a nation, Yet little has been done to isolate this indiyidual for 
further analysis (Carland et aL 1984), 
Cooper and Dunkelberg (1987) suggest that indi,'iduals usually start nc,,- businesscs wherc they are alread,' 
Iiying and working, a finding ,,'hich raises thc question of implications for regional economic deyelopment. If 
indiyiduals do not moye at the time of founding, regional small business deyelopmcnt will largely dependent on 
the pool of people alreadY Iiying in an area, Regional small business deyelopment has been found to be 
substantially dependent upon the pool of potential entrepreneurs already cmployed in regional incubator 
organisations (Cooper & Dunkelberg, 1987), Cooper (1970), Susbauer (1972) and Watkins (1973) found that 
the percentage of new companies started which inyoh'ed at least one founder who was already working in the 
area was 98 percent in Palo Alto, 90 percent in Austin, and 90 percent in England (cited in Cooper & 
Dunkelberg, 1987), Exceptions may involve those founders who leave professional school to set up practice 
(such as a dentist) and those who are primarily oriented towards sen'ing a local market (such as a retailer who 
learns a trade in a local business and then searches for another city which seems to need the same kind of store), 
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2.4 Sociological factors 
These refer to the social em'ironment in \\'hieh the entrepreneur operates. They include the inJluenees of role 
models (family, friends and business associates). Ule extern... of the entrepreneurs social network and the 
characteristics of that nehmrk. 
2.·t.! Role models 
Shapero (1975) proposes the idea that climates can change oYer time and that past entTepreneurship makes 
future entrepreneurship more likely. Seyeral entrepreneurs ha\'e infonnally mentioned that one of the most 
important factors inJluencing them in their career choice \\'ere role models (Hisrich, 1990). TI,e credibility of 
the act of starting a company appears to depend. in part, upen whether the founder knows of others who ha\'e 
taken uus step (BygraYe, 1994: Shapero, 1975). Role models can be parents. brothers or sisters. oUler relatiYes, 
successful entrepreneurs in the surrounding conununit,.. or nationally touted entrepreneurs. Frequently 
successful entrepreneurs proyide a catalyst for potential entrepreneurs \\'ho encourage them to launch a Yenture. 
A body of research suggests that entrepreneurs are more likely to come from families in which a parent o\\ned a 
business (Cooper & Dunkelberg. 1987: Roberts & Wainer, 1971 ). Business OImership UlUS becomes a career 
with which the potential entTepreneur can identi~ ' (Cooper & Dunkelberg, 1987). It does not e,'en seem to 
make much difference whether the relatiye was successful: the act of OIming a business creates a credible 
example (Susbauer, 1972 cited in Cooper & Dunkelberg. 1987). 
Role models can also sen'e in a supportiye capacity as mentors during and after the launch of the new Yenture 
(H isrich. 1990). An entrepreneur needs a strong support and ad"isor\ system in eyery phase of the new 
Yenture. TIus support system is perhaps most crucial during the stan up stage in prOl'iding inforulation. adyice. 
and guidance on such matters as organisational structure. needed fmancial resources. marketing. and market 
segments. Because entrepreneurship is a social role embedded in a social context. it is impertant for an 
entrepreneur to establish connections early on with these support resources . 
2A.2 Social and professional networks 
As initial business contacts and connections expand. the entrepreneurs fonn social nehYorks. The strength of 
the tie behveen the entrepreneur and any indi"idual in Ule neh,'ork is. of course, dependent on the frequency, 
leyel. and reciprocity of the relationship. The more frequent. the more in-depth, and the more mutually 
beneficial a relationship is. the stronger and more durable is the net\\'ork between the entrepreneur and 
indi,;duals ,,;thin that net\\'ork (Aldrich. Rosen & Woodward, 1987). Theorists measure neh"orks in tenns of 
density. reachabilit,. and centrality. Density is defined as the extensiyeness of ties between people. measured by 
comparing the total number of ties to the petential number that would occur if everyone in the nehvork were 
connected to everyone else. Reachability measures the scope of the network by counting how many 
intennediaries are contacted to link the entrepreneur indirectly to someone else. Centrality is a measure of how 
centrally positioned the indiyidual is within the nehyork (Aldrich & Zimmer. 1986 cited in Amit et al.. 1993). 
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Networks are made of strong ties (close friends and family) and weak lies (acquaintances). A nel\vork of weak 
ties constitutes a low density nel\vork with greater reachability in which the entrepreneur has informal ties to a 
large nwnber of people. In contrast, a nel\,'ork of strong ties is small bUI dense. Successful entrepreneurs were 
found to haye large nel\vorks of casual acquaintance who could pro-ide timely and accurate information. 
proyide access to potential customers, and introduce them to potential investors (Aldrich et al.. 1987). There 
haye been five major roles of nel\,'orks that have been identified for entrepreneurs : facilitating thc 
transformation of an idea into a realistic plan: increasing aspirations: stimulating ideas: proyiding practical help: 
and gi'1ng support (Dubini & Aldrich. 1991). EntTepreneurs have been found to use the help a\'ailable within 
their local nel\\'Orks during the period prior to start-up and approach fomlal sources when the elements of the 
flfm are set (Birley. 1985) 
There appear to be 1\"0 different types of networks that are important for the entTepreneur. The first of these is 
the support nel\vork. A moral support system is essential for an entrepreneur. especially during the many 
difficult times and the loneliness that occurs throughout the entrepreneurial process. F ami'" is the most 
important support mechanism. and Hisrich and Brush (1984) found that the spouse of the entrepreneur was the 
biggest supporter. Other family members and relatiyes are strong sources of moral support, particularly if any 
of them are also entrepreneurs (Hisrich. 1990). Friends can also playa key role in the moral support that the 
entrepreneur receives. They can provide advice. encouragement. understanding, and even assistance. and the 
entrepreneurs can confide in these friends without fear of criticism. 
In addition to this moral encouragement. the entrepreneur needs advice. information, and resources throughout 
the ini tial stages of the entrepreneurial process. These can be obtained through professional nel\vorking. 
Aldrich et al. (1987) found that the process of sharing contacts and obtaining resources relates significantly 
with business founding and profitability. Some of the more important people to be included in this network 
group are other entrepreneurs. experts in \'arious business matters (bankers and la,,:·ers). colleagues or 
associates from trade associations of professional groups. the client group (i.e. customers and suppliers). 
Regardless of the nature of the business. each entrepreneur needs to establish both a morale and a professional 
support nel\vork. These contacts pro, ide confidence. support. ad, ice. and information. 
2.5 The indiyidual 
There has been a great deal of research in an attempt to identify individual characteristics that are important for 
entrepreneurship. The personal factors have been broadly categorized by Tropman and Morningstar (1989) 
into: (I) Characteristics - the psychological characteristics that are stable over time. and (2) Competencies - the 
ability to do certain things. which are di,~ded into skills (acquired performance modalities in a range of areas 
from writing and speaking to specific business experience and the ability to undertake self and failure analyses) 
and style (fitting and adjusting your talents and abilities into the extant organisational structure). 
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2_5_1 Personality Characteristics 
The entrepreneur is percei\"ed to be different in important ways from the non-entrepreneur, and many 
researchers ha\"e belie\"ed these differences to lie in the background and personality of the entrepreneur. The.~ 
following psychological characteristics ha\"e been strongly linked to entrepreneurship and the entrepreneurial 
process : 
a high need for achie\"ement: 
an internal locus of control: 
high self-confidence: 
Oexibility: 
persistence and determination: 
innoyatiye tendency: 
greater risk taking potential: and 
ability to tolerate ambiguil\ . 
(For a more detailed im'estigation ofpersonalil\' characteristics. refer to Section 2.9) 
2.5.2 Childhood family em'ironment 
Research has been conducted on the following topics in the family em'ironment of the entrepreneur: birth order_ 
parents' occupation. parents' social status, and relationship to the parents. TllC impact of birtll order has had 
conflicting results_ "ith researchers finding eridence to argue that entrepreneurs tend to be first born (Hisrich & 
Brush. 1984). and others finding the first-born effect being absent (Bowen & Hisrich. 1986). Because this 
relationship has been only \yeakly demonstrated. further research in this area is necessar., before conclusions 
can be reached (Auster & Auster. 1981 : Bowen & Hisrich. J 986: Sexton & Kent. 1981). 
In tenTIS of the occupation of the entrepreneur's parents. there is strong c\·idence to suggest that male 
entrepreneurs tend to hare entrepreneurial or self-employed fathers (Bo\\'en & Hisrieh_ 1986: Hisrich. 1990). It 
has come to be accepted that this paternal link pro\"ides the most credible role model for filial entreprenewial 
endeayour in later life (Watkins & Watkins_ 1984). While the research is less consistent. female entrepreneurs 
haye a greater chance of ha\ing entrepreneurial mothers (Bowen & Hisrich. J 986: Sexton & Kent, 1981: 
Watkins & Watkins_ 1984). Of female entrepreneurs_ Watkins and Watkins (1984) fOWld that a female 
entrepreneur is some four times more likely to ha\"e been subject to the influences of an entreprenewial parent 
(father and/or mother) than a member of the general population. 
TIlls parent occupation is only one of the fanlilial factors which might influence the choice of an entrepreneurial 
career: parental expectation is another (refer to Section 2.9). A male's measure of personal success may be 
strongly related to the level of achievement attained by his father (Roberts & Wainer, 1971). Several research 
studies ha\"e indicated that the attitudes of parents ha\"e a definite effect on the development of a strong or weak 
achievement motivation in children (McClelland, 1961). In addition. it may be that simple familiarity with a 
business environment increases the probability that an offspring will become an entrepreneur (Roberts & 
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Wainer, 1971). Entrepreneurial fathers are more likely to produce entrepreneurial sons. both because of 
exposure in the home to a business-oriented atmosphere and because of the goal orientation that may be instilled 
in a son by an enlrepreneurial father (Roberts & Wainer, 1971). 
2.5.3 Age 
Age has also been researched in tenlls of entrepreneurship (Ronstadt. 1982, 1983). An important differencc 
that needs to be considered is that of entrepreneurial age (the age of the entrepreneur as reflected in the 
experience in the field of the feature or being self-employed) and chronological age (Hisrieh, 1990). 
Entrepreneurial experience is one of the best predictors of success particularly when the business is in the same 
field as preyious experience. 
In ternls of chronological age. entrepreneurs initiate their entrepreneurial careers at a yariety of ages. Although 
an ayerage age has little meaning. generally when appropriate training and preparation are present. earlier starts 
in an entrepreneurial career are better than later ones. There are. according to Ronstadt (1984). milestone years 
that occur in approximately fi\·e-year internls between 25 and 50 when a person is more inclined to start an 
entTepreneurial career. Cooper (1973) found that indiyiduals generally start their businesses when they are in 
their thirties. while Hisrich (1990) found that male entrepreneurs generally tend to start their first significant 
\·enture in their early 30's. and female entrepreneurs tend to do so in their middle 30's. It is then that they ha\·e 
the track record. experience and sayings to make founding feasible. whilst haying the energy bel and 
\\illingness to take risks whieh are necessary (Cooper. 1981). 
2.5.-1 Gender 
Many studies haye been conducted on women entrepreneurs since the beginning of the 1980's (Moore. 1990: 
Lce-Gosselin & Grise'. 1990). Differences in motiyes between male and female entrepreneurs haye been 
reported by Cromie (1987b) and Watkins and Watkins (1984): women were reported to be more dissatisfied 
\\ith their careers and see entrepreneurship as a means of accommodating their work and child rearing roles 
simultaneously while men are more strongly Dlotiyated by making money and have more experience of business 
founding than women by Cromie (1987b) and Watkins and Watkins (1984). Howe\,er results do indicate that 
tile different motiyes may be due to socialisation rather than intrinsic attributes. 
Taken together, the qualitatiye and quantitatiye results show that male and female sanlples do not deviate 
substantially in their motives (Cromie, 1987b: Welsch & Young. 1982). The literature therefore points to the 
lack of objective eyidence to support any bias towards women and emphasizes the need for small business 
support agencies to treat male and female entrepreneurs unifonnly (Watkins & Watkins. 1984). 
2.5.5 Motivation 
Entrepreneurs' motivation for starting a business is an important area for study because of its probable effect on 
the kind of business they start, the gro\\th pattern of the business, and the entrepreneurs' behaviour \\ithin the 
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business (Roberts & Wainer, 1971). Entrepreneurship has its motiYations and rewards. and is identified as 
offering greater economic and psychological rewards than does the larger company route (Bums & Dewhurst. 
1989). Howeyer the decision to start one's own business has long been regarded as a high-risk decision and 
statistics have shO\m that the majority of small businesses fail within five years of their inception (Stoner & 
Fry, 1982). If the proper incentiyes are to be proyided in order to increase the rate of entrepreneurship in South 
Africa, then it is essential that we understand tile underlying motiYes for creating businesses. Why then do 
people create tileir own businesseso 
MotiYation is regarded as an interyening process or an internal state of an organism that impels or drives it to 
action (Schiffman & Kanuk. 1978). Although there are seyeral , 'anations on this theme, mo(iYation is identified 
as an energizer ofbeha,iour. It can be ,iewed as a generalized driye without any specific goal or directionality, 
or it can be ,iew'ed as being specific to particular dri,'es and needs and therefore must be analyzed in terms of 
specific goals and directionality. Motiyation cannot be used as a singular explanation of beha"iour but rather, 
motiyational states result from the multiple interactions of a large number of yariables. such as the need or drive 
leyeL the incentiye Yalue or the goal, the organism's expectations, the ayailability of the appropriate responses, 
the possible presence of conflicting or contradictory motiYes. and unconditional factors . Finally. motivation is 
linked to emotion. Emotional states tend to haye motiYational properties and the energizing elements of a 
motiyational disposition often haye a strong emotional tone to them. 
From the early foundational theories of motiyation de"eloped by MaslO\y. McGregor. and Hertzberg. mos! 
contemporarY research on motiYation falls into three broad orientations: 
The physiologicaL w'hich ainls at an analysis of neurological and biochemical elements: 
The behayiouraL which is concerned largely with elaboration and refinement of driye theo~ and learning 
theo~' : and 
TI,e psychosociaL which is oriented towards explanation of complex. learned, hunlan beha,·iours. 
Occupational choice is a compromise between Yaluations and appraisals: between what the indiyidual hopes to 
get from an occupation and the indiyiduals appraisal of his or her chances of attaining it (Cromie, 1987a). 
Individuals striye - both consciously and subconsciously - to reduce tension (the result of unfulfilled needs. 
wants or desires) thorough beha,iour that they anticipate will fulfil their needs and thus relie,'e them of the 
stress they feeL Specifically, intention requires the individual's ability and willingness to sustain temporal 
tension. to stretch between a ,ision of what could be and the current position (Bird. 1992). 
New businesses get started and develop through initial stages largely based on the \%lons. goals and 
motivations of individuals (Bird, 1992). Starting an entrepreneurial business is a creative process, requiring 
entrepreneurial motiyation and an average of five years of logical preparation before the would-be 
entrepreneurs have assembled the necess~' resources, built up network contacts and reached the commitment 
of starting their o"n business (Mahadea. 1993). These new organisations are the direct outcome of individuals' 
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intentions and conscquent actions, moderated or influenced by enyironmental conditions (Bird. 1992). The 
specific goals that they select and the patterns of action they undertake to achie"e their goal are the result of 
these indiyiduals' thinking and learning. .~ 
TIle creation of a business is an outcome of an indiyidual's intentions and consequent actions. moderated or 
influenced by enyironmental conditions. The decision to start a new business is in e, 'el)' sense a strategic 
decision that inyolyes non-routine decisions to commit major resources to create a particular business at a 
particular time and place (Cooper, 198 1). The decision to found a business seems to be influenced by three 
broad factors (Cooper, 1981 ). These are: 
the entrepreneur, including the many aspects of his or her background which affect his or her motivations, 
perceptions. skills and knowledge (i.e. genetic factors. family influences. educational choices, pre\'ious 
career experiences). 
The organisation for which the entrepreneur had preyiously been working, whose characteristics influence 
the location and nature of the new fIITll, as ,yell as the likelihood of spin-offs (i.e. geographic location. 
nature of skills and knowledge acquired. contact with possible fellow founders. moti"ation to stay with or 
leaye organisation. experience in a small business setting). 
Various em iromnental factors external to the indiyiduals and their organisation. which make the climate 
more or less fayorable to the starting of a new firm (i.e. economic conditions. accessibility and ayailability 
of Yenture capital. examples of entrepreneurial action. opportunities for interim consulting. ayailability of 
personnel and supporting services and accessibility of customers). 
The research literature on the motivations of entrepreneurs has expanded considerably in recent years using two 
broad approaches: the first is by asking entrepreneurs direct questions concerning their moti,'es for starting a 
business or businesses: and the second is through the use of psychometric scales and projectiYe tests aimed at 
measuring the extent to which business O\mers haye certain entrepreneurial needs. There appears to be a 
multitude of different motiyes for proprietorship (refer to Table I). These motives include positi"e motivations 
or 'pull' factors (i.e. to pursue an opportunity identified in the em ironment) and negative motiyations or 'push' 
factors (i.e. dissatisfaction \\ith one's previous job or career) or a combination of the two motivation ~pes. 
The need for personal autonomy as a motive for proprietorship is clearly documented (Burch. 1986: Bygrave, 
1994; Collins & Moore, 1970: Cromie. 1987a: Deyine & Clutterbuck, 1985; Goffee & Scase. 1983a: Hisrich & 
Brush, 1986; Mahadea. 1993: O'Connor, 1983: Roberts & Wainer, 1971; Schwartz, 1976: Stanworth & 
Curran, 1973; Stoner & Fry, 1982: Storey, 1982). This expressed need is related to other important motives, 
both positive and negatiyc. 
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Table I. Moti\"es leading to self-emplo,ment. 
.~ Moti\"es Author(s) 
Independence & Autonom\" Burch, 1986: Bygra\"e, 1994; Collins & Moore, 1970: 
Cromie, 1987a: De"ine & Clutterbuck, 1985: Goffee & 
Scase, 1983a: Hisrich & Brush, 1986: Mahadea, 1993: 
O'Connor. 1983: Roberts & Wainer. 1971: Schwartz, 
1976: Stanworth & Curran, 1973: Stoner & Fry, 1982: 
Store\", 1982. 
Greater economic potential Burch, 1986: Bygra\"e, 1994: Coll ins & Moore, 1970; 
Cross. 1981: Feldman, Koeberg & Dean, 1991: Goffee & 
Scase, 1983a; Mahadea, 1993; O'Connor, 1983: Roberts 
& Wainer, 1971: Schwartz, 1976: Stoner & Fry, 1982: 
Store,', 1982: Watkins, 1971. 
To pursue an opportunity Cromie, 1987a: Hisrich & Brush, 1986: Murra\", 1983: 
O'Connor, 1983: Rotitery, 1977: Stoner & Fry, 1982: 
Storey, 1982. 
Achicyement Burns & Dewhurst 1989: Cromie, 1987a: Cross, 1981: 
Hisrich & Brush, 1986: Rothery, 1977: Schwartz, 1976: 
Storey, 1982. 
To make use of skills acquired Cromie, 1987a:O'Connor. 1983. 
Desire to ilU10yatc Cromie. 1987a. 
Enhanced job satisfaction Schwartz, 1976. 
Obtaining an income in a manner compatible Cromie, 1987a: Goffee & Sease, 1983a: Mahadea, 1993. 
with other obligations (i.e. family) 
Dissatisfaction and frustration with pre"ious Brockhaus, 1980c, 1982a: Cromie, 1987a: Cross, 1981: 
job Hisrich & BruslL 1986: Liles, 1974 : Murray, 1983: 
Rothery. 1977: Shapero, 1975: Siropolis. 1977: Stoner & 
FrY, 1982: Store,', 1982. 
Negati"e displacement Cooper & Dunke1berg, 1986: Shapero, 1975: Shapero & 
Sokol. 1982. 
Dissatisfaction with pre"ious career Goffee & Scase, 1983a: Weinrauch, 1980. 
Actual or titreatened redundancy Cooper. 1970: Cross, 1981: Storey, 1982. 
Job insecurity Cromie, 1987a; Mahadea, 1993. 
Emplo, 'ment Goffee & Scase, 1983a: Mahadea, 1993. 
Avoid female subordination within the GoITee & Scase, 1983a. 
domestic sphere 
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Siropolis (1977) states that dissatisfaction with the preyious job is a critical factor influencing one to undertake 
an entTepreneurial Yenture, Brockhaus (1980c) furthermore suggests that if the le\'el of this dissatisfaction is 
particularly extreme or intense. the indi\'idual may perceiYe no satisfact<l[Y ,,'ork altematiyes other than 
entrepreneurship, More specifically. Gaffe and Scase (l983a) state that self-employment offers an opportunity 
to escape from employer and managerial-imposed contTol systems of the workplace, In fact. Goffee and Scase 
(I983a) contend that an important factor for women is the wish to ayoid dependency in the domestic sphere or 
subordination within the working em'ironment. Business proprietorship, according to Goffee and Scase 
(l983a), has tTaditionally offered a means whereby indiyidualmembers of economically and socially depriyed 
minority groups haye 'escaped' from positions of subordination and achieyed a measure of self-detenllination, 
Negatiye displacement (Cooper & Dunkelberg. 1986: Shapero, 1975: Shapero & SokoL 1982). actual or 
threatened redundancy' (Cooper. 1970: Cross. 198 I: Storey: 1982) and job insecuri ty (Cromie. 1987a: 
Mahadea. 1993) are all strong motintors for proprietorship. The hardship associated \yith prolonged 
unemployment and the poor prospects of fmding suitable employment" may leaye the indi\idual with no 
altematiye other than entrepreneurship (Goffee & Scase, 1983a: Mahadea. 1993), Other research has 
supported the idea that dissatisfaction " 'ith a pre\ious job (Brockhaus. 1980c. 1982a: Cromie. 1987a: Cross, 
1981: Liles. 197-1: Murray. 1983: Rothery, 1977: Stoner & Fry, 1982: Storey, 1982: Hisrich & Brush. 1986). 
and preyious career (Goffee & Scase. 1983a: Weinrauch. 1980) are an important stimulus for the establishment 
of a business , 
This scenario of the dissatisfied or displaced person seeking escape conflicts with the perception of and 
awareness of those entrepreneurs who report fayorable cyaluations of most of the dimensions of their prey ious 
jobs (Stoner & Fry. 1982), TI,ese negatiye motiYations are important factors affecting the entrepreneurial 
decision. but cntrepreneurs mayo pursue new opportunities and challenges through an independent yenture rather 
than to ayoid or escape the dissatisfaction of the preyious job, 
Some of the positiye or opportunity-generating mati yes include: requiring flexibility to deal with dual roles such 
as parent and prO\'ider (Cromie. 1987: Goffee & Scase, 1983a: Mahadea, 1993); an achieyement orientation 
(Cromie, 1987: Cross, 1981: Rothery. 1977: Schwartz. 1976: Storey. 1982: Hisrich & Brush. 1986: Bums & 
Dewhurst. 1989): the desire to make more money or realize greater economic potential (Collins & Moore. 
1970: Cross. 1981: Feldman. Koberg & Dean. 1991: Goffee & Scase. 1983a; Mahadea. 1993; O'Connor. 1983: 
Schwartz, 1976: Stoner & Fry. 1982: Storey, 1982: Roberts & Wainer, 1971: Watkins, 1971: Burch. 1986: 
Bygraye. 1994): to make use of skills acquired (Cromie, 1987a: O'Connor. 1983): the desire to innonte 
(Cromie. 1987a): enhanced job satisfaction (Schwartz. 1976): and to pursue an opportunity (Cromie. 1987: 
Murray, 1983 : OConnor. 1983: Rothery. 1977: Stoner & Fry, 1982: Storey, 1982: Hisrich & Brush, 1986). 
In brief surveys. such as questionnaires. founders have reported the socially acceptable reasons as to why they 
became entrepreneurs: reasons such as the desire for independence and financial gain (Cooper. 1981), Cooper 
-2~-
(1971) howeYer, found that in-depth interyiews often disclose that the founder was 'pushed' from the parent 
organisation by frustration or dissatisfaction. 
All the eyidence suggests that the motiYes for starting a business are diYerse (Boswell. 1973: Collins & Moore. 
1970: Mahadea. 1993: Stoner & Fry. 1982). All in all, regarding motiyes for business founding, the literature 
reyeals that entrepreneurial MyeS are complex and appear to fulfil a ,,;de yariety of needs. Since the results 
indicate that entrepreneurs are moti\"ated by diYerse needs, small business agencies and financial institutions 
should recognise that monetary incentil'es may not be the most important areas for aspiring entrepreneurs 
(Mahadea. 1993). The number of citations in support of autonomy. achieYement, and discontentment with jobs 
allows us to propose that non-economic motiYes compete strongly ,,;th economic motiYes as a basis for starting 
a business (Cromie. 1987a). 
2.5.6 Education 
The education leycl of entrepreneurs has receil'ed significant research attention. Education was found to be an 
important factor in the upbringing of the majority of entrepreneurs. While some research has pointed towards 
the idea that the entrepreneur was poorly educated (Jocabo,,;tz & Vidler, 1982), the results of a large number 
of studies (Brockhaus. 1982b: Douglass. 1976: Gasse, 1982: Gomolka. 1977: Gosselin & Grise', 1990: 
Hornaday & Aboud. 1971) conclude that entrepreneurs tend to be better educated than the general population. 
These results also indicate that on ayerage the entrepreneur is slightll' less educated than the manager or 
executiye in an organisation (Brockhaus. 1982b: Sexton & Kent. 1981 J. The importance of education is not 
only reflected in the leyel of education obtained by many entrepreneurs but also in the fact that it continues to 
playa role as entrepreneurs try to cope with problems and to correct deficiencies in business training (Hisrich. 
1990) 
Considering the nature of the education receiyed. Watkins and Watkins (1984) found that almost nothing that 
had been studied in the education system by females per se was perceiyed as releyant to the choice of eventual 
business as founded and operated. In contrast. the process of education and professionalisation can for many 
members of male samples be seen as a steady progression culminating eyentually in the fonnation of a specific 
business I'enture well suited to that indiyidual's interest and skills (Watkins & Watkins. 1984 J. The female 
entrepreneurs were basing their business on a more restricted experience base acquired after the cessation of a 
largely irreleyant educational process. Roberts and Wainer (1971) concluded that technical entrepreneurs 
whose fathers had high occupational status were educated sooner and to a higher leyel than those whose fathers 
had low occupational status. They were also more educated than the general population. 
Douglass (1976) states that eyen though entrepreneurs have more education than commonly believed, education 
apparently does not contribute directly to business success (i.e. business school graduates are not as successful 
as other college majors, and college graduates are not as successful as nongraduates). Although education is not 
essential for the creation of a successful venture, it does provide a good background, particularly when it is 
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related to the field in which the Yenture was started. Entrepreneurs haye expressed the need for education and 
training in the areas of fmance, strategic planning. marketing, and management (Hisrich. 1990). 
2.5.7 Experience 
Shapero and Sokol (1982) proposed a framework for understanding how preyious work history may interact 
with other experiences in a person's life to encourage an eyentual decision to launch an entrepreneurial Yenture. 
They emphasized negative displacements such as dissatisfaction with various aspects of one's job and being a 
displaced person, as well as nrious aspects of one's job and experience in working in an incubator organisation. 
Factors that need to be considered are: the extent of prior work experience, satisfaction with preyious job and 
occupation, displacement and the role of the incubator organisation. 
It has been recognised that prior attempts to create a business constitute good learning which increases the 
chances of future success and that patterns of repeated entrepreneurship may themselves form a distinct career 
path (Watkins & Watkins. 1984). Cooper (1971) found considerable evidence to indicate that different kinds of 
emplo\TIlent situation incubate new ventures at different rates (cited in Watkins and Watkins, 1984). Although 
this need for prior experience may seem obvious, many people start a small business which is totally unrelated 
to their educational or experiential background. For entrepreneurs in generaL there is a need for substantial 
additional research before conclusions can be reached regarding patterns of prior work experience (Bowen & 
Hisrich.1986) 
Incubator organisations 
Potential entrepreneurs may be mO\'ed towards business ownership by many factors. including the nature of the 
organisation the\' work for. Incubator organisations are small firms or divisions. where, because the top 
manager and the potential entrepreneur are likely to have frequent close contact. the top manager becomes a 
credible role model for the entrepreneur (Cooper 1971: Shapero & SokoL 1982). 
Research on technical entrepreneurs suggests that existing organisations may nlfy widely in the extent to which 
they spin off entrepreneurs who start new businesses (Cooper. 1971). Studies of spin-off rates from established 
organisations show that internal factors influence spin-off rates, with internal problems being associated with 
high rates of spin-off and placid times being associated "ith low rates (Cooper, 1973). Thus. the extent to 
which the strategic and operating decisions of the established firm satisf}' or frustrate its employees influences 
whether spin-offs will occur (Cooper, 1981). 
Research by Stoner and Fry (1982) found that entrepreneurs whose current operations were in work areas 
different from their previous work experience were more inclined to start their O"n businesses because of 
dissatisfaction "ith the actual work at the pre\lous job: while entrepreneurs whose current businesses were in 
work areas similar to their previous job experience did not express dissatisfaction with the preyious job and 
were basically motiyated to start a business because of the perceived opportunity available through 
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entrepreneurship. Stoner and FlY (1982) continud by stating that respondents in the group similar to tkir 
prC\'ious jobs possessed specific skills in the chosen field. had an understanding of the basic em'ironment and 
constructs of the work, and a previously developed positIve attitude towards the work. Such factors were not 
apparent from indi\iduals in the different group. Founders often seem to start new businesses in fields they 
already know, drawing upon teclmieal and market knowledge acquired in the incubator organisation (Cooper & 
Dunkelberg, 1987). Studies of entrepreneurship in technical industries suggest that most entrepreneurs have 
previously worked in tile industry (Brockhaus. 1982a). 
Incubators are good for learning technologies and markets. From tile anilable data, it appears that the more 
teclmical the industry, the more critical incubator experiences are likely to be in encouraging women to make 
entrepreneurial decisions (Bmven & Hisrich, 1986). Before changing careers and starting any type of business. 
it is extremely helpful to have some prior experience in the field one plans to enter. By gaining prior 
experience. a prospective o\\ner is able to identif" more readi'" opportunities and problems \vithin an industry 
and make helpful contacts \\ith future customers. suppliers. managers. competitors and trade associations 
(Weinrauch, 1980). TI,e experience of the entrepreneur is therefore important for the launch. grO\\1h and 
eventual success of the new business. 
Although there are a variety of moti,'es that prompt the decision to start a business. once til at decision has been 
made. previous experience becomes important. Particularly important experience areas are: obtaining 
financing: developing the best product or senicc for the market: establishing manufacturing facilities: 
developing channels of distribution: and preparing the marketing plan for market introduction (Hisrieh. 1990) . 
As the business deyelops and grows. so managerial experience and skills become increasinglv important. As 
the business becomes increasingly complex. so the need for entrcpreneurial experience increases (Hisrich. 
1990) 
2.6 The small husiness 
TI,e positive perceptions of and attitude toware.s small business in South Africa is supported by research tilat 
concludes that small business has an advantage m'er larger firnls when it comes to innovation and employment 
creation, thereby making them important for economic development (Bums & Dewhurst. 1989). Comparative 
studies of large and small businesses, carried out in countries at all stages of development. haye confirmed that 
small firms employ more labour per unit of capitaL and require less capital per unit of output. than do larger 
ones (Harper. 1987). 
Enterprise size. according to Suarez-Villa, has been one of the most significant variables influencing 
industrialisation and the international diffusion of innoyations (Giaoutzi, Nijkamp & Storey, 1988). Suarez-
Villa goes on to point out that small and medium sized industrial enterprises have, in particular, been major 
vehicles for both employment creation and the diffusion of innovations at local and regional levels, especially in 
less developed economies. Small businesses have a more open and fluid organisational structure, allowing them 
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to change and adapt more rapidly than their larger counterparts. thus making them more effecti, 'e in turbulent 
emironments such as the present South African em·ironment. Thcy also appear to be more innm'atiye. and 
infonnation is distributed more widely, thus making them effectiye yehicles for change (BWllS & Dewhurst. 
1989). 
Small business is " 'idely accepted as holding much promise for economic deyelopment and adyancemcnt in this 
country, but ,yhat exactly is a small business" Small business is easier to describe than to define, n,e Bolton 
Report of 1971 in BWllS and Dewhurst (1989. p. 2) described a small business as follows : 
"In economic terms. a small firm is one that has a relatiyely small share of its market: it is managed 
by its O"l1ers or part O\\l1ers in a personalised way, and not through the mediwn of a fonnalised 
management structure: and it is independent in the sense that it does not fonn part of a larger 
enterprise and that the o\\l1er/managers should be free from outside control in taking their principal 
decisions. " 
O\\l1er-management of a small business is a distinct discipline characterised by seyere constraints on financial 
resources. a lack of trained personnel, and a short range management perspectiYe imposed by a volatile 
competitiye market (Welsch & White. 1981. p. 32). Personalised management of the business is. perhaps, the 
most characteristic factor of all followed by independence from outside control. It implies that the m\ller 
actiyely participates in all aspects of the management of the business. and in all decision-making processes 
(there is little deyiation or delegation of authority). The po,Yer is therefore highly centralized in the hands of 
one or h"O O\\l1ers or managers (Miller. 1983), The strategy making in these firms tends to be intuitiyc rather 
than anal~1ical. in that it is perfonned bY indi"iduals who haye a 'feel' for their business. not by staff planners 
and teclmocrats (Miller. 1983. p, 772). There is generally little planning. time horizons arc short. and the focus 
is upon operating matters rather than "isionary master plans (Filley & House. 1969), 
There are other characteristics of small business that may be added to the list. Perhaps the most obyious is the 
seyere limitation of resources faced by small finns, both in tenus of management and manpowcr as well as 
money. Welsch and White (1981) argue that the size of small businesses creates a condition knO\\l1 as 
'resource poyerty' that distinguishes it from large businesses and requires some very different management 
approaches. This resource poyerty is a result of yarious conditions unique to small businesses: conditions such 
as the highly competitiye nature of the small business emironment the low level of revenues of small business, 
and the impact of external forces that have more impact that on larger businesses, Such limitations mean that 
small businesses can seldom sunive mistakes or misjudgments (Welsch & White, 1981). According to Bhide 
(1992) starting a business with limited funds requires a different mindset and strategic approach than launching 
a well capitalized "enture. 
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In deftning the small or medium size business_ preference appears to be gi\'en to economic deftnitions_ and for 
the purposes of this research project the following definition of a small business will be used : 
A small business is a fonnally registered business with less than 50 workers. Tumo\'er could be as 
high as R5 million p.a . and the business could o\\n assets to a \'alue ofless than RJ .5 million. 
(Based on a defmition of the Small Business De\'eloprnent Corporation) 
E\'en though there is a considerable o\'erlap between small business and entrepreneurship, the concepts are not 
the same (Carland, et aL 1984). Not e\'ery indi\'idual that starts a small business is an entrepreneur, and not 
e\·e,,· business that is started is entrepreneurial (Drucker. 1985). The erroneous description of entrepreneurs 
that fails to distinguish adequately between entrepreneurs and other business O\mers and managers can 
jeopardize in\'estigations in a Yariety of ways. 
2.6.1 Identifying small entrepreneurial businesses 
While it has been established that not all small businesses are entrepreneurial in nalure. a great deal of research 
fails to distinguish between an entrepreneurial \'enlure and a new business \'enlure and in many research studies 
entrepreneurship is identified as being S)110n:l110US with the O\\l1er- manager who creates and operates a new 
business (Ahmed. 1985: Begley & Boyd, 1987a: Cooper & Dunkelberg, 1987: Hisrich & Brush. 1986: Low & 
MacMillan. 1988). With the growing need to distinguish between entrepreneurial and non-entrepreneurial 
businesses. there has been a concerted effort to achie\'e this distinction and it is the acti\'ities and strategic 
beha\'iours of the businesses (and business O\mers) that ha\'e been used to detennine " 'hether it is 
entrepreneurial or not. 
Although some papers ha\'e attempted to differentiate between entrepreneurs and small business o\\ners 
(Carland et aL 1984). others ha\'e distinguished between different types of entrepreneurs (Cromie & Hayes. 
1988: Dunkelberg & Cooper. 1982. cited in Chell et aL 1991: Gibb and Ritchie. 1982: Goffee and Sease. 
1983b: O'Connor. 1983: Smith, 1967: Vesper, 1980) and different typologies based on the strategic beha\'iour 
of the ftml (Filley & Aldag. 1978. cited in Chell et aL 1991 ). 
Research differentiating between different types of entrepreneurs has concluded that it is unwise to speak of 
"the" entrepreneur. Goffee and Sease (l983b) indicated that there were four distinct types of male 
entrepreneurs : self employed: small employer: O\\TIer-controllers: and owner directors. Evidence from other 
entrepreneurial studies have confinned that entrepreneurs are not a homogeneous group. Smith (1967) 
distinguishes two types: opportunistic and crafunen: Vesper (1980) lists II different types: Gibb and Ritchie 
(1982) de\'eloped a four-fold classification; Dunkelberg and Cooper (1982 cited in Chell et aI. , 1991) identified 
three types while: O'Connor (1983) talks of master. careerist and exploitative venlurers. Research studies that 
identify entrepreneurial types are similar to many social psychology models that suggest that particular traits 
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haye a limited influence on specific people in specific situations (Bern & Allen, 1974; Kenrick & Funder, 
1988). 
Carland et aL (1984) argue for a fundamental distinction between entrepreneurs and small business OW11ers. 
wee different factors haye been used in attempts to differentiate between small business entrepreneurs and 
other small business mmers. These factors are: organisational growth, risk taking propensity and, the 
innoYatiYe strategic behayiour of the firm. 
Gro\\th 
Growth is considered by some to be a central feature of entrepreneurial acti,ity (Tropman & Morningstar, 
1989). This growth orientation, in and of itself, would represent an entrepreneurial characteristic to some 
scholars (Dunkelberg & Cooper, 1982) but. as Vesper (1980) has pointed out in his continuum of Ycnture types, 
many business mmers neyer intend for their businesses to grow beyond a certain size eyen though their 
businesses may be considered entrepreneuriaL Growth alone is an indication of an entrepreneurial business, but 
it is not sufficient for a business to be considered entrepreneuriaL and Reich (1983) suggests that growth may 
eyen be destructi,·e. It is therefore necessary to go beyond the notions of growth and growth stages to concei,·e 
of an entrepreneurial yenture (Carland et a1.. 1984). 
Risk-taking 
The taking of risks and its association with business is also seen by some researchers as essential to the 
entrepreneurial actiyity (Tropman & Morningstar, 1989). Morris and Paul (1987) define an entrepreneurial 
orientation as the propensity of a company's top management to take calculated risks, to be innoyative, and to 
demonstrate proactiYeness. E,·en though risk is a component of the process of entrepreneurship, it is the new 
approach that is used, not the risk, that characterises the entrepreneurial firm. Schumpeter (cited in Carland et 
aL 1984) identifies risk as being inherent in mmership rather than entrepreneurship. This is supported by 
Brockhaus (I980b) who demonstrated with empirical results that risk taking beha,·iour cannot be used as a 
distinguishing factor of entrepreneurship. According to Drucker, the entrepreneur is not risk focused but rather 
'opportunity focused' (Drucker, 1985). 
Innovation 
The critical factor that appears to distinguish entrepreneurs from other small business owners is their innovative 
strategic beha'iour. In a changing emironment such as in South Africa, innovation is a key sunival strategy 
and one of the most effective ways to compete (Coetzee & Visagie, 1993). Tropman and Morningstar (1989) 
state that an entrepreneurial business is characterised by the introduction of a new product or a new service, or 
there is something different, inventive, or innovative about the business or venture. Glueck (1980) 
distinguished between entrepreneurial ventures and what he termed "family business ventures" by focusing on 
strategic practices. This strategy or business orientation consists of those underlying philosophies that 
determine the nature and scope of a businesses activities and plans (Peterson, \989). An organisation's business 
orientation is its underlying philosophy, which tends to !la\'our the o\'erall decision making framework of its 
management (Miles & Arnold, 1991). An entrepreneurial orientation suggests that a business must constantly 
seek to exploit the d) namics of its en\'irormlent. 
Schumpeter (1934) suggests that fi\'e categories of beha\'iour can be obseryed that are characteristic of an 
entrepreneurial \'enture. The entrepreneur, according to SchumpeteL is the prime mo\,er in economic 
de\'e1opment and the entrepreneur's function is to irmo\'ate, or to "carry out new combinations" (Casson, 1983). 
The most distincti\'e aspect of Schumpeter's system was his emphasis on entrepreneurship as the \'ital economic 
force which disrupts the circular !low, thereby initiating and sustaining the process of de\'elopment (Hart, 
1972). These categories are supported by Vesper (1980) and can be used as a basis for classification criteria. 
Fi\'e ~"pes of inno\'ation distinguished by Schumpeter (I934) are: the introduction of a ne\\ good (or an 
impro\'ement in the quali~ ' of an existing good): the introduction of ne\\' methods of production: the opening of a 
ne\\' market (in particular an export market in a ne,\' territory): the conquest of a ne\\' source of supply of raw 
materials or half-manufactured goods: and the creation of new ~"pe of industrial organisation (in particular the 
formation of a trust or some other ~"pe of monopolY) (Casson, 1983). If any of the criteria are obsen'ed in a 
finn's strategic actions, then that finn can be classified as an entrepreneurial \'enture. Schwnpeter stressed that 
entrepreneurial irmoYation necessarily included not just in\'ention or technological impro"ements but 
encompassed all the acti\'ities necessary to make inno,'ation commercially \'iable (Hornaday. 1992). 
In differentiating bel\\'een entrepreneurs and slllall business o\\ners. Carland et al. (1984. p. 358) define a slllall 
business \'enture as "any business that is independentl, ' mmed and operated. not dominant in its field and does 
not engage in any ne\\' marketing or irmo\'ati\'e practices". Carland et al. (1984. p. 358) then defines an 
entrepreneurial \'enture as "one that engages in at least one of Schumpetcr's .. categories of bcha\'iour: that is. 
the principal goals of an entrepreneurial \'enture are profitabili~ ' and grO\\lh and the business is characterised 
by innoYatiYe strategic practices". 
V,~,ile it is clear that there are many factors that affect whether a small business can be considered 
entrepreneurial or not, it is important to discard the notion that entrepreneurship is an all-or-non trait that some 
people or organisations possess and others do not (Steyenson & Gumpert, 1985). For the purposes of this 
research, entrepreneurship is viewed in the context of a range of behaviour dependent on the relationship 
bel\veen the situational context and the internal properties of the finn or individual. For the purposes of this 
research. a small business is distinguished from an entrepreneurial finn by the presence of irmoYative strategic 
practices. If a small business engages in at least one of Schumpeter's five categories of strategic innovative 
behaviour, then that business is considered an entrepreneurial business. 
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2.7 Results of entrepreneurship 
Small business creation or mmership is not without its costs, The decision to leaye a present carecr and life-
style is not an easy one and tqe expectations and realities of small business entrepreneurship are sometimes yery 
different. Both the positiye and negatiye results of small business creation and mmership require attention, 
2_7_1 The benefits of self-employment 
There appear to be two positiye aspects associated Witil self-employment. The first is that of financial rewards, 
The small business offers an opportunity to create a substantial and profitable business (Boyd & Gwnpert_ 
1983), The second positiye aspect is that of psychological rcturns, Entrepreneurs haye reported a greater job 
satisfaction than those who had pursued administratiye careers working for otilers (Bwns & Dewhurst. 1989), 
Boyd and Gwnpert (1983) found that aspect such as independence_ freedom of decision making and 
accountability to oneself were all positiye aspects of self-employment. Lee-Gosselin and Grise' (1990) found 
that satisfactions reported by female entrepreneurs were mostly intrinsic (i,e, autonom,'_ esteem_ self-
actualisation, and control O\'er one's life), Some extrinsic satisfaction was also mentioned, and they ha,'e to do 
"ith social ,isibility and scheduling flexibility, ,yhich echo constraints women experience in their other roles of 
partner/spouse and parent (Lee-Gosselin & Grise' _ 1990), 
'2_7 _2 The costs of self-emplo,'ment 
11,e costs of self-employment result from the conmlitment that is required of the self-employed indiyidual 111 
order to male the business , 'enture a success, Lee-Gosselin and Grise ' (1990) found tilat one of the most 
important frustrations for entrepreneurs ,yas the lack of time for oneself. A high stress leyeJ. although not 
inclusive to entrepreneurship. has been identified as an inherent part of entrepreneurship, Somc of the benefits 
and costs of entrepreneurship that haye been identified by Boyd and Gumpert (1983) are listed in Table 2 (listed 
in order of frcquency'), 
Boyd and Gumpert ( 1983_ p, ~6) identi~' some of the causes of stress among entrepreneurs : 
loneliness : The long hours at work away from the fanlih' and friends result in isolation and loneliness, 
Confusion exists in the indiyiduals' minds about where their business lives ends and their personal liyes 
begin, 
Immersion in business: The inability to tale time off from the business , Two frequently cited costs of 
ownership were the Q\'em'helming dominance of professional life and the personal sacrifices it entails , 
People problems: Frustration and disappointment experienced in relationships \Vitil partners and 
subordinates, 
11,e need to achieye: To sun'i,'e and prosper as a business o\\ner, one must be a hard d.iiYer - an achiever, 
A fine line howeyer exists between attempting to achie,'e too much and failing to achieve enough, More 
often than not. the business mmers appeared to be trying to accomplish too much, 
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Table 2. Benefits and costs of entrepreneurship. 
Most frequently mentioned benefits Most frequent"· mentioned costs 
1. Freedom to make decisions about business. 1. Personal sacrifices. 
2. Accountability only to yourself. 2. Burden of res!"'nsibility. 
3. Financial rewards and perquisites. 3. Dominance of personal life. 
-I. Feeling of achieycment. 4. Loss of psychological well-being. 
5. Im'ol"ement in all aspects of the business. 5. Lack of hunlan resources. 
6. Opportunity to respond quickl\' to change. 6. Uncontrollable forces . 
7. The challenge of taking risks in new areas. 7. Isolation in problems. 
8. Personal contact with employees and customers. 8. Friction with partners and employees. 
9. Ha,ing direct impact on company's direction. 9. ConUllitmcnt of pcrsonal finances for start-up 
10. Absence of bureaucracy and organisational 10. Difficulty of finding creati"e time. 
policies. 
(Boyd and Gunlpert, 1983 , p. 52) 
Entrepreneurship is clearly satisj'.,·ing and challenging to those who choose this career route. On the other hand. 
it can be extremelY stressful and self-destructi"e. GiYen these causes of stress that ha"e been identified. 
entrepreneurs can combat excessi"e stress by: firs tly. acknowledging its existence: secondly. by de"eloping 
coping mechanisms: and thirdly. by probing their unacknowledged needs (Boyd & Gumpert. 1983). If 
entrepreneurs and small business owners come to terms and learn to deal " 'ith the stress til at tile~ ' expen ence. 
they can enhance their career and well-being. 
TIlere are se, 'eral schools of thought regarding entrepreneurship and these may be di"ided roughl~ into those 
that identij'.,· the word "ith an economic function: tllOse that identify it with an indi"idual: those that "iew 
entrepreneurship in beha"ioural tenns (Bums & Dewhurst, 1989) and the contingency approach which "iews 
entrepreneurship as a function of "arious specifiable contextual "ariables. 
2.8 The economjc functional anproach to understandjng entrepreneurship 
Economists through the ages have contributed "idely to entrepreneurship research and the entrepreneur has 
been identified as playing a central role in prominent descriptive theories of economic development (Schmitz, 
1989). n,e economic functional analysis focuses upon the economic role perfonned by the entrepreneur (Bums 
& Dewhurst. 1989). 
n,e first formal economic defmition of entrepreneurship as "self-employment of any and every sort" was 
introduced by Richard Cantillon during the latter years of the mercantilistic age (Long, 1983). The critical 
difference between the entrepreneur and others, argued Cantillon, was li"ing with the additional uncertainty 
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surrounding self-employment (Long, 1983). Cantillon's theory was extremely rudimentary, but his recognition 
of certain aspects of the entrepreneurial role - most notably organization, the assumption of uncertainty and 
response to effeetiye demand - laid the foundation for further enquiries into entrepreneurship (Hart, 1972). 
The management-coordination function is often regarded as a second function of entrepreneurship. and it is here 
that the distinction behYeen the entrepreneur and business executives becomes blurred (Hartman, 1959). 
Cantillon's ideas were expanded by Say who conceptualised the entrepreneur as the organiser of the business 
finn , central to its distributi\'e and producti\'e functions (Palmer, 1971) and in so doing brought the entrepreneur 
closer to the role of the manager. According to Say, the principal quality of the entrepreneur was to have good 
judgement, with the most important function being perfonned by the entrepreneur being that of universal 
mediation (Hart, 1972). Say's work also indicated that if entrepreneurial theory is to be useful. it is essential 
that cognisance be taken of socio-economic institutions (Hart, 1972). 
Penrose also identified the personal qualities of the entrepreneur as being important influences on the gro\\th of 
the finn and she stated that managerial capacities should be distinguished from entrepreneurial capacities 
(Long, 1983). She maintained that entrepreneurial characteristics were required for the gro\\1h and 
de\-elopment of a business. The entrepreneurs' Yersatility, she argued, giyes them a wider business horizon and 
encourages them to experiment \\lth new products. The fund raising ingenuity of the entrepreneur she identified 
as critical, particularly for the small f1I1ll o\\ner trying to get business off the ground. Judgement too is 
important. for it is the accuracy of the entrepreneur's perception of the em'ironment that allows imagination to 
be exercised \\lthout too much risk of a mistake. She identified hyo types of entrepreneurial ambition: 
\yorkmanship minded (where the entrepreneur is satisfied to maintain a firm at a stable size): and empire builder 
(where Il,e entrepreneur striyes to achieye domination for his or her firm) . 
Leibenstein (1987) applied the X-efficiency theory to analyse the role of Ille entrepreneur. According to 
Leibenstein X-efficiency is the degree of inefficiency in the use of resources within the firm: it measures the 
extent to which the finn fails to realise its productiYe potential (Casson, 1983). Leibenstein (1987) regarded 
entrepreneurship as a creatiYe response to X-efficiency. Entrepreneurial acti\lties therefore pose a competitive 
threat to an inefficient organisation. Leibenstein identified two main roles perfonned by the entrepreneur: the 
fITst involves making available inputs which improve the efficiency of existing production methods or facilitates 
the introduction of new ones; and the second im-oh-es gap filling (Van Daalen, 1990b). 
Leibenstein (1968) offered a detailed characterisation of the entrepreneur as One who performs one or more of 
the follo\\lng: (I) connects different markets (e.g. buyers and sellers across geographic regions): (2) answers 
market deficiencies (gap-filling) by supplying, for instance, private infonnation for which there is no market; 
(3) creates and is responsible for time-binding implicit or explicit contractual arrangements and input-
transforming organisational structures (e.g. building an organisational culture of trust) and: (4) completes inputs 
(i.e. marshals all resources needed to produce and market a product). The provision of 'leadership, motivation, 
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and the a\·ailability of the entrepreneur to solye potential crisis situations' (Leibenstein. 1968. p. 7-1) falls into 
this category of resources . This managing-coordinating function further reduces UlC distinction between the 
managerial and entrepreneurial functions (Kets de Vries. 1977: Long. 1983). 
Risk-taking and/or uncertainty haye also been identified as important factors of entrepreneurship. After 
Cantillon, this notion \yas proposed and deyeloped by Knight (1921). ,,·ho re-emphasized the importance of 
judgement and commitruent in U,e face of uncertainty as essential elements of entrepreneurship, and in doing so 
emphasized the courage to bear uncertainty as an essential aspect of entrepreneurship (Long. 1983). The 
entrepreneur was described by Knight (1921) as the individual who undertakes uncertain inYestments. 
Uncertainty according to Knight (1921) is identified "ith a situation where the probabilities of altemative 
outcomes cannot be detenllined ei ther by a priori reasoning or by statistical inference (Casson. 1983). 11,is 
bearing of uncertainty has to be coupled with a low aversion to risk. as reflected in a disposition by the 
entrepreneurs to back up their judgement WiU, their o"n capital. 
If the risks associated with the creation of a new enterprise could be eYaluated, then markets would be 
organized for contingent claims on those risks. and the entrepreneur would become the manager of the claim 
holders (Amit, Glosten & Muller, 1993). 11lUS. according to Knight (1921), uncertainty aYersion, rather than 
risk aversion. is the major inhibitor of entrepreneurship. Confidence in his or her O\\TIjudgcments is perhaps the 
most important characteristic of the entrepreneur and the elasticity of supply of self-confident people was. in 
Knight's ( 1921) yicw. the most important detenuinant of the le\-cI of profit and the nwubcr of entrepreneurs 
(Casson. 1983). Knight (1921) argued U,at satisfactory analysis can be made only ,,·ithin a theoretical 
framework \yhich accepts dynamism and change as basic postulates (Hart. 1972). 
Schumpcter linked innoYation and the innO\·atiye function to the entrepreneur (Casson. 1983: Hemck & 
KindJeberger. 1983). 111is idea that innoyative change in economic systems occurs through entrepreneurial 
activity is "idely accepted (Homaday. 1992). 11,e entrepreneur. according to Schunlpcter (1965). is the prime 
moyer in economic deyelopment. and the entrepreneur's function is to innoYate. or to "carry out new 
combinations" (cited in Casson. 1982). The most distinctive aspect of Schwnpcter's system was his emphasis 
on entrepreneurship as the vital economic force which disrupts the circular flow. thereby initiating and 
sustaining the process of development (Hart. 1972). When Drucker (1970) summarized the tasks of thc 
entrepreneur as: projection. combination, innoyation. and anticipation, he was actually doing nothing else than 
restating Schwnpeter's original proposition (Kets de Vries, 1977). 
Schumpeter (1965) identified anyone who perfonns anyone of the five innovative functions described in section 
2.4. I as an entrepreneur, whether they were independent businessmen or the dependent employee of a company, 
such as managers or directors (cited in Casson, 1982). It was made clear that not all businessmen are 
entrepreneurs but rather that the typical entrepreneur was the founder of a new finn rather than the manager of 
an established one (Palmer. 1971). Schwnpeter however does not clarify the factors upon which the supply of 
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entrepreneurship depends: but he did make scattered references. both to what he considered to be a socio-
psychological milieu fa,wable to the deyelopment of entrepreneurship. and to some of the personalty traits of 
the entrepreneur (Higgins. 1959 cited in Hart. 1972), While Schumpeter's model of economic deyelopment 
identifies the inno,'ator entrepreneur as a key actor, Schultz's (1989) model focuses on 'ihe role of imitator 
(\\'hich is assigned a minor role in the Schumpeterian model) which is the act of transferring and implementing a 
ne\\' technology in promoting gro\\th, Schmitz's (1989) model of economic gro\\th emphasises the importance 
of imitation and implementation of knowledge in promoting gro\\th, 
Kirzner (1973) deyeloped a complementary notion to the Schumpeterial ideal of the entrepreneur as a 
disequilibrating economic force , Kirzner saw the identification of market arbitrage opportunities as the 
fundamental function of the entrepreneur (Long, 1983), Alertness to disequilibrium enables some indiyiduals to 
inten'ene in tl,e market by changing their price when other indiyiduals simply respond by changing their buying 
and selling plans in the light of the newly quoted price, His explanation of entrepreneurial actiyity \\'as. 
howe,'er. limited to Yenture ideation: once awareness of an opportunity has been attained. the task becomes one 
for a professional manager. TI,e entrepreneur, according to Kirzner. is an opportunity identifier and definitely 
not an organisation builder (Long, 1983), 
Herbert and Link (1982) in a reyiew of the economic literature, classif, economic writers on entrepreneurship 
initially as falling into I'\ye"'e ideological categories (cited in Van Daalen. 1990b), Despite its limitations, it 
docs proyide a meaningful and useful conceptual framework within which to understand economic thinking on 
entrepreneurship, Herbert and Link's (1982 cited in Van Daalen. 1990b. p, 2) I'\,'elye categories are: 
the entrepreneur is the person who assumes the risk associated \\;th uncertaint\' (Cantillon. VonThunen. 
Von Mangoldt. MilL Hawley. Knight. Von Mises, Cole. Schackle): 
the entrepreneur is a supplier of financial capital (Smith. Turgot. Ricardo. Bohm-Buawerk. Edgewortll. 
Pigou, Von Mises): 
the entrepreneur IS an innontor (Baudeau, Bentham. Von TIlunen. Schmollcr. Sompart. Weber. 
Schunlpeter): 
the entrepreneur is a decision maker (Cantillon, Menger. Wieser. Walker, Keynes. Von Mises, Schack Ie, 
Cole. Kirzner. Schultz): 
the entrepreneur is an industrial leader (Say, Walker, MarshalL Wieser. Sompart, Weber. Schumpeter): 
the entrepreneur is a manager or superintendent (Say, Mill, Marshall. Menger): 
the entrepreneur is an organiser or coordinator of economic resources (Wieser. Schmoller. Sombart, 
Weber. Clark, Schumpeter): 
the entrepreneur is a proprietor of an enterprise (Wieser, Pigou): 
the entrepreneur is an employer of factors of production (Walker, Keynes, Wieser): 
the entrepreneur is a contractor (Bentham): 
the entrepreneur is an arbitrageur (Cantillon, Kirzner): and 
the entrepreneur is the person who allocates resources to alternative uses (Kirzner. Schults) , 
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The entrepreneurial role has been closely linked to the managerial role, yet the entrepreneurial role is 
recognised as going beyond that of the managerial role: the entrepreneur is expected to contribute 
disproportionately to the growth, de,'elopment. and innovation of the fum, Herbert and Link (1982 cited in Van 
-, 
Daalen, 1990b) identify four generic !)pes ofiheories: those that stress uncertain!)' as the key em'ironmental 
characteristic of the entrepreneur: those that highlight innovation: those that regard entrepreneurship as a 
combination of uncertain!)' bearing and either innO\'ation and spacial ability: and those that emphasises 
perception of, and adjustment to disequilibriwn, The common element that links most of these theories is either 
uncertainty, innovation or a combination of the nrc (Van Daalen, 1990b), Creative opportunitism, innovative 
behaviour, superior judgement, a high level of commitment in uncertain environments as well as managerial 
competence, are functions that have been used to differentiate the entrepreneurial role from other roles such as 
that of a manager. 
In the economic literature the functions performed by the entrepreneur are the all important factors in 
determining the extent of entrepreneurship, The role or functions performed by entrepreneurs are used to 
differentiated them from other groups and if anybody performs these roles or acti"ities. then they may be 
labelled an entrepreneur, Given these functions performed by the entrepreneur, a question arises as to whether 
entrepreneurship im'oh'es entrepreneurs : individuals with unique characteristics, 
Economists. according to Van Daalen (l990a). have often neglected the role of entrepreneurship because of 
their adherence to a static economic theory, Although the psychological approaches have often bcen neglected 
b,' mainstream economists. there is a growing awareness of the iruportance of including a human/societal 
perspective into the economic process (Sadie. 1987 cited in Van Daalen. 1990b), Economic theorists 
themseh'es appear to haye accepted that sources of change in the economic system lie outside the actual 
economic system itself (McClelland, 1961), In fact. there is a strong argument that indiyiduals do not behave 
entirely according to rational considerations as economists would like them to. and that psychological and 
sociological factors are responsible for setting the economic forces in motion that produce deyelopments 
(McClelland. 196 I), 
2.9 Identifying entrepreneurs from personaljty characteristics 
How does it happen that some people become entrepreneurs, while most people do not: why do some groups in 
socie!)' or some geographic areas have higher rates of entrepreneurship than others" Previous psychological 
researchers have reasoned that there must be something distinctiye about the background or makeup of 
entrepreneurs and that research should be able to illuminate these characteristics (Cooper & Dunkelberg, 1987), 
The emphasis in psychological research on entrepreneurship has been on the individual, and generally it is the 
entrepreneur as actor who has been the focus of the research, The entrepreneur is therefore identified as a 
person, an individual, rather than a group or organisation (Casson, 1982), Given that a wide range or 
entrepreneurial research has been conducted in psychology, it is necessary that cognisance be taken of important 
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psychological contributions to an understanding of the entrepreneur. Carland and Carland (198-1) point out that 
previous research which investigated these characteristics and attributed them to entrepreneurs were not all 
empirical, and more importantly. the research samples were by no means homogeneous. TI,e authors of many 
past studies usually did not provide important information regarding their samples and they usually made broad 
generalisations in defining entrepreneurs (Gartner. 1989a). 
TIrree approaches are reviewed: the psychod,l1amic approach (which focuses on motivation and drives as 
central components of behaviour), the social development model (which takes consideration of the situation 
encountered), and the trait approach (which is the largest approach and aims to identi~· enduring personality 
characteristics of the entrepreneur). 
2.9.1 Psychodynamic approach 
The psychod,l1amic approach makes motivation and drives central components, and emphasizes processes of 
change and development. Kets de Vries (1977) described the entrepreneur as an individual who is often 
inconsistent and confused about his or her motives, desires and wishes, a person under a lot of stress who often 
appears to be irrational and impulsive. The entrepreneur is viewed as some sort of deviant and this deviant 
beha,·iour emerges in people whose attitudes haye been shaped by a harsh, hostile or depriYed background 
(Cannon, 1991). This may lead to problems in identity formation and career orientation. a process accentuated 
by the general inadequacy or unacceptability of the preniling role models. Together. these characteristics 
identified by Kets de Vries (1977) tend to produce an aggressive. self-orientated approach to social intercourse. 
These entrepreneurs are therefore seldom able to integrate their personal needs with those of an organisation 
and create an organisation \\ith which they can identi~· with. an organisation structured around themselves 
(Kets de Vries. 1977). 
Is has been expressed bv du Toit (1980) tilat entrepreneurs who start their own businesses generally do so 
because they are difficult employees. This view is supported by Collins and Moore (1964 cited in Cooper & 
Dunkelberg. 1987) who suggest that entrepreneurs often have difficulty in relating to authority figures, a 
attitude that causes them to leayo school at an early age and to haye a succession of jobs. Given that a small 
business is controlled by an individual with centralized power is seems certain, according to Burns and 
Dewhurst (1989) that another characteristic of the indiyidual who wishes to run their 0\\11 show is a need to be 
in control. 
Kets de Vries (1985) has argued that a desire for control often leads to over-control: that is a desire to let no 
one else have any authority. In a small business this may not be a problem, and in fact it may be both practical 
and useful (Burns & Dewhurst. 1989). The danger is that the entrepreneur will continue these habits when the 
business has grO\\l1 to a size when these habits are totally inappropriate. The complete psychological 
immersion by the entrepreneur - a factor which may have been a key ingredient for the initial success of the 
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enterprise - can lead to serious dysfunctional de,·elopments in the future in the case of continued gro,,1h of the 
enterprise (Kets de Vries. 1977). 
The main theoretical problem with the psychod)l1amic approach is that it tends only to describe accurately the 
extremes of a giyen population and leayes the yast majority untouched, so the model ma' thus only be 
applicable to those entrepreneurs with particular backgrounds and life experiences and may not apply to 
entrepreneurs in general (Chell , 1985). lt may also not distinguish behyeen a particular type of entrepreneur 
and someone from another walk of life ,,·ith similar depriyed backgrounds. In this way it makes no attempt at 
universality. 
For example. a more recent study of entrepreneurs education found them to average 13.6 years of formal 
education, significantly less than professional managers. but more than the general population (Brockhaus. 
1986). Cooper & Dunkelberg (1987) also found that entrepreneurs were relatively highly educated compared to 
the population as a whole. They also found limited e,idence to suggest that entrepreneurs find it difficult to 
relate to autllOrity figures such as teachers. lt was also difficult to fmd eyidence tl,at tl,e typical entrepreneur 
was a drifter or found it difficult to stay in established organisations. On the whole, tl,e entrepreneurs seemed to 
be better able to function in established organisations than some pre,ious research would suggest (Cooper & 
Dunkelberg. 1987). 
2.9.2 Social development model 
Gibb and Ritchie propose an aitematiye model by suggesting that entrepreneurship can be wholly understood in 
temlS of tl,e types of situation encountered and the social groups to which indiyiduals relate (Chell. 1985). 
Gibb and Ritchie's (1 981) social deyelopment model (ci ted in Chell. 1985) proYides a focus on the different 
stages of social de,·e!opmen!. The model assumes tl,at indi,'iduals change throughout life and it is thc 
indi"iduals' transactions with specific social contexts and reference groups tl,at shape the person (Chell. 1985). 
They argue tl1at entrepreneurship is not an in-born trail: consequentlY. entrepreneurs can bc 'made'. depending 
on their contact nehmrks and the interactions they haye in society (Mahadea, 1993). TI,e model accepts the 
formatiYe nature of early life experience in creating basic traits and drives. but it places equal emphasis on the 
way adulthood itself may shape new entrepreneunal ideas and ambitions (Chell, 1985). People change 
tllToughout their 'life course' and the meaning and impact of the decision to enter into self-emplo) ment will be 
dependent on the indiyiduals point in the life course during which the decision is made (Chell, 1985). 
Gibb and Ritchie (1981 cited in Chell, 1985) propose a fourfold typology which spans the life cycle and 
suggests certain key influences at each stage. There are four stages that portray different aspects of an 
individual's life. The individuals at these different stages are described as improvisers. revisionists, 
superceders. and reverters. The 'imprO\;sers' typify the small business owner at the early stage of his or her life 
and career: the 'revisionists' are slightly older and near to mid career: the 'superceders' are into the second half 
of their life and a new career: and the 'reverters' are in the final stage of the life cycle (Chell. 1985). There are 
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particular turning points throughout the course of the life c,·cle. where indiyiduals work through personal 
transitions in order to satisf" and reconcile their own changing goals, needs and ambitions with the 
opportunities, circumstances, and situations which they currently find themseh'es in (ChelL 1985). 
Chell (1985 , p. 45) outlines the problems with the Gibb-Ritchie model as follows: 
although it claims to recognise the importance of early life experience in fomling basic traits, it is to all 
intents and purposes an entirely 'situational' mode!. 
Although the Gibb-Ritchie model criticises the 'traditional' "iew of the entrepreneur as a stereotype with 
linlited applicability, these autllOrs would appear to haye substituted four stereotypes in its place. 
On empirical grounds the generalisations made from this research were put forward on the basis of a 
linlited, un~l'ical collection of would-be entrepreneurs. This casts doubt on dIe generali~' of dIe findings. 
There are a yarie~' of reasons for starting a business that may be applicable at any point in the life course 
of the entrepreneur rather dIan specific reasons at different points in one of four life stages. 
2.9.3 Trait approach 
The pure trait model states that people show pow·erfu!. unmodulated consistencies in their behayiour across time 
and diYerse situations (Kenrick & Funder, 1988). The largest number of trait tlleorists haye attempted to 
discoyer a single trait or a constellation of traits which they could claim differentiates the entrepreneur from 
other groups. Reber (1985. p. 782) dermes a trait as "any enduring characteristic of a person dlat can se,,'e an 
explanatory role in accounting for the obseryed regularities and consistencies in behayiour." A trait is therefore 
a relatirely enduring disposition to respond in a giyen manner across a wide ,arie~' of situations. Although trait 
approach researchers differ in their explanations of the entrepreneur. some of these differences might be 
ascribed to different definitions or conceptualisations of tlle teml "entrepreneur" (Van Daalen et aL 1990). 
In their reyiew of research on personal characteristics and role requirements for entrepreneurs TilIDllons, 
Smollen and Dingee (1990) suggest there are more than twenty personal characteristics which discriminate 
between entrepreneurs and otllers . Some ofthe important contributions from the trait approach are as follows . 
Need for acbieyement 
McClelland's (1961) work on achievement motiyation has contributed to the trait literature on entrepreneurship. 
From his social psychological perspective, human beings are seen as driven by three motives: the need for 
achieyement (accomplishing things); for affiliation (being with others); and for power (controlling others). Of 
these three. McClelland suggested that achievement motivation (nAch) was a primary characteristic of the 
entrepreneur (McClelland, 1961). The achievement motive is best described as a desire to perform at a high 
standard of excellence. or to be successful in competitive situations. People high on nAch are described as 
continually stri,ing to do things bener; they want to overcome obstacles, but they want to feel that their success 
(or failure) is due to their own actions (Robbins, 1989). McClelland (1961) identified the entrepreneur as an 
indi,;dual who was willing to accept risk, had a high achievement need and sought self realization to action. 
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Although McClelland (1966 cited in Larrain, 1989, p. 94) does not deny the importance of 'external factors' and 
objectil"e conditions in the process of de,·elopment, he was interested in the yalues and moti,·es of men that lead 
them to exploit opportunities, to take adyantage of fayorable trade conclitions: in short, to shape their o\\n 
destiny. McClelland explicitly rejects the 'born not made' model and argues that this motil"ation to do well is 
not hereclitary or innate but that children acquire it early in life (Larrain, 1989). 
Other stuclies haye confmned McClelland's thesis that the need to achiel"e is a key factor in successful 
entrepreneurship (Aluned, 1985: Cromie, 1987a: Lachman, 1982). In a study using Xhosa businessmen, Van 
der Menye (1976) reported that the degree of achievement motiyation in a group of 50 entrepreneurs was, at a 
statistically significant leveL stronger than a control group of 50 teachers (cited in Mahadea, 1992). Mahadea 
(1992) found that nAch was a significant factor in preclicting entrepreneurial success of incligenous 
entrepreneurs in the former Republic of Transkei, while Van Daalen and Van Niekerk (1989) found no 
significant relationship between achieyement 1ll0tiYation and entrepreneurial success across a sample of 100 
small business entrepreneurs from the former Republic of Transkei . The results of a Uniyersity of Oregan 
study on entrepreneurs found that nAch in not the most important yariable for predicting likelihood of starting a 
business (Hull, Bosley & Udell, 1980). The need for achievement is however conunon to many individuals and 
therefore does not necessarily preclict an entrepreneurial tendency (Sexton & BO\\TIlaD., 1985). McClelland's 
theory consequently fails to proye that people \lith a high need for achieyement will necessarily choose to 
become entrepreneurs, rather than other occupations which might concei,·ably also attract those who have a 
high b-el of nAcho 
Locus of control 
A high internal locus of control has been closely related to entrepreneurship (Burns & Dewhurst, 1989: 
Bygral"e. 1994: Venkatapathy. 1984: Welsch & Young. 1984). lt has been used to distinguish between 
entrepreneurs and managers (Cromie. 1987a: Cromie & 101ms. 1983). and entrepreneurs and students (Van 
Daalen & Van Niekerk, 1989). EYen though some researchers (Hull et aI. , 1980) concluded that internality is 
not a prerequisite to entrepreneurship. other inl"estigators strongly contend the opposite. Those people who 
beliel"e that they control their destinies are labelled internals, ,yhereas those who see their lives as being 
controlled by outside forces. have been labelled externals (Rotter, 1966). An inclividuals' 'Locus of Control' is 
the degree to which they believe they are masters of their own fate (Robbins, 1989). Pandey and Tewary 
(1979) provide empirical evidence that people with high internal scores on Rotter's locus of control scale are 
more likely to be successful entrepreneurs. Cromie (l987b), using the Rotters internal-external scale on a 
group of male and female entrepreneurs, found that they scored remarkable similarly. Internals are less likely to 
let external eyents dominate their liyes and will tend to be proactive rather than reactive in coping with their 
environment. 
Venkatapathy (1984) reviewed a number of articles on locus of control and concluded that the fmdings 
generally suggested that internal locus of control is one of the important characteristics that contribute to the 
making of entrepreneurs. Not all research however supports the link between entrepreneurship and locus of 
control. In a study on founders of businesses Begley and Boyd (l987b) found no significant difference between 
founders and non-founders of small businesses. Locus of control is also not exclusive to entrepreneurs as it has 
been identified in successf~lmanagers (Sexton & Bo\\man, 1985). 
Self-confidence 
Relating to the concept of locus of control is the idea that entrepreneurs have a high level of self-confidence. 
This self-confidence. and a strong belief that the new product. senice. idea, or approach they are proposing has 
merit , is what keeps the entrepreneur going despite hostility and criticism (Tropman & Morningstar, 1989). 
S\\'ajne and Tucker (1973 cited in Welsch & Young, 1982) emphasize the importance of a positive attitude and 
self-confidence as components in the personalities of successful entrepreneurs. Even though self confidence has 
been identified as a characteristic common entrepreneurs, it does not distinguish entrepreneurs from other 
groups (McClelland, 1987) 
Risk-taking 
Another important aspect of entrepreneurship has been its association with a propensity to take greater risks 
(Burns & Dewhurst 1989: Dickson & Giglierano, 1986: Tropman & Morningstar, 1989). Risk-taking is 
defined as the perceived probability of receiving the rewards (penalties) associated with the success (failure) of 
a proposed situation (Brockhaus, 1980b). Palmer (1971) noted ti,at the common element in the many 
definitions of entrepreneurship is an abilit, · to measure and take calculated risks. Furthermore. thc succcssful 
entrepreneur was stated as the individual who could correctly interpret the risk situation and then determinc 
policies which would minimize the risks im-olved. gi"en a particular goal aspiration (Palmer. 197 1). Some of 
the risks taken include financial. career. family. social. and psychological risks (Burch, 1986). The high need 
for achie, 'ement mentioned before has also been associated with a preference for moderate risk-taking 
(McClelland & Winter. 1967). The moti, 'ation to undertake a task was, according to Atkinson (1957). 
influenced by an indi"idual 's moti,'ations to succeed and to avoid failure. Other research (Hornaday, 1982) has 
also indicated that moderate propensit,· to take risks or an abilit,· to take calculated risks are traits necessary for 
success in starting a new "enlUre (cited in Dickson & Giglierano, 1986). 
Although the characteristic of risk-taking is often attributed to entrepreneurs, the oyerall e, ·idence suggests that 
entrepreneurs are moderate risk-takers and do not significantly differ from managers (Brockhaus, 1980b: 
Sexton & Bowman., 1985), or the general population (Brockhaus, 1987) in the amount of perceived risk they 
will bear. Swayne and Tucker (1973 cited in Welsch & Young, 1984) suggest that entrepreneur are risk-
neutral to risk-adyerse, while Burns and Dewhurst (1989) found that many entrepreneurs bear risk grudgingly 
and only after the)' have made valid attempts to get the capital sources and resource providers to bear the risk. 
This contradiction may be explained by ,~ewing entrepreneurs as capable risk managers whose abilities define 
what others might view as high risk situations (Amit Glosten & Muller, 1993). If entrepreneurs have a strong 
belief in their ability to achieve their goal, the entrepreneurs perceived possibility of failure will be relatively 
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10\\' and therefore their perceiyed risk leyel will be low (Amit et al., 1993). It would appcar that the 
measurement of risk-taking propensity is not an accurate way of identif', 'ing entrepreneurs. whose risk-taking 
propensity appears to nITy widely according to the situation (Brockhaus, 1987). 
Tolerance of ambiguity 
Schere (1982) and Sexton and Bo\\man (1985) shifted the focus from risk-taking by indicating that 
entrepreneurs ha,'e a significantly greater capacity to tolerate ambiguity than managers. This is a dimension 
representing the degree to which an indi,idual is able to tolerate lack of clarity in a situation or in a stimulus 
(Reber, 1985). Entrepreneurs, according to Tropman and Morningstar (1989), are not only less affected by 
ambiguous situations, but are capable of exploiting it and turning it to their own advantage. Mitton (1989) 
stated that although entrepreneurs eagerly undertake tile unkno\\n (by \\'illingly seeking out and managing 
uncertainty) they are not risk takers but risk aYOiders (by defming their objectives. strategy. and mix of 
resources to limit risk). 
Flexibility 
Entrepreneurs haye been regarded as flexible (Tropman & Morningstar. 1989). Flexibility is regarded as a 
general adaptability, that is, the ability to adjust readily from one situation to another (Louw, 19 75). In 
uncertain enyironments the markets and systems change rapidly requiring a business to change and adapt to the 
new conditions. The entrepreneur's ideas will also need to adjust Q\'er time (Tropman & Morningstar. 1989). 
Persistence and determination 
Entreprcneurs haye been dcscribed as persistent in that they can keep at somcthing despite sctbacks (Tropman 
& Morningstar. 1989). This dctennination is defined by Reber (1985) as a personality characteristic that is 
characterised by a tendency to push onward toward one's goals despite barricrs and hardships. Entreprencurs 
make a total commitment to their cause and resist dissipating their energies on side issues that could detract 
them from their goals (Mitton. 1989). Mitton (1989) continues by \\riting that entrepreneurs persist \\ith a 
sensc of urgency and diiye that borders on the obsessiye (they are impatient to start. anxious to compete. eager 
10 confront. insensitiye to failure. and ready to oycrcome any obstacles in the way of thcir goals). 
Adaptation-innoution 
Entrepreneurs are able to monitor the em'ironment and they are open to adopting tile innoYation necessary to 
adapt their organisation to changes in the em-ironment (Welsch & Young. 1982). Kirton (1976) contends that 
indiyiduals can be located on a continuum ranging from an ability to do things better, to an ability to do things 
differently. and the ends of the continuum are labelled adaptive and innovative, respectively. It is further 
contended by Kirton (1976) that adaptation-innoyation is a basic dimension of personality relevant to the 
analysis of organisational change. in that some people characteristically adapt while some characteristically 
innoyate. It is argued that the more tile structure surrounding a problem is incorporated wititin and treated as 
part of the problem, the more any solution is likely to be radical and innovative (i.e. doing things differently). 
-.+J-
Although innOl'atiYe behayior has been linked closely to entrepreneurship in the economic literaturc (Druckcr. 
1985), Van Daalen and Van Niekerk (1990) could trace only two studics in the litcrature that specifically relate 
to Kirton's Adaptation-lnnOl'ation (A-I) measure to entrepreneurship. In Van Daalen and Van Niekerk's (1990) 
research, they found that a group of Black South Africa~-entrepreneurs scores on the Kirton A-I measure were 
related to their entrepreneurial inclination. 
Other traits 
Other writers ha,'e put fonyard additional personality traits to explain enterprising or cntrepreneurial beha\iour. 
These include 'anxiety or neuroticism' (L,nn, 1969). 'leadership aspirations' (Hornaday & Bunker. 1970), high 
need for autonomy, dominance. independence. and a capacity for endurance (Low & MacMillan, 1988: Sexton 
& Bomuan, 1985) 
111is trait theory has far reaching implications for programs designed to stimulate entrepreneurship and 
economic gro"th. Insofar as psychological forces are the major factors determining economic eyolution. and to 
the extent that the resulting personalty traits are formed in early cIlildhood and not particularly malleable, the 
possibilities for encouraging deyelopment would appear extremely limited when \iewed from this standpoint 
(Hart, 1972) 
While the trait approach to predicting entrepreneurship has prOl'ided some important contributions it has also 
been "idely criticized. Empirical rcsearch (Brockhaus. 19S0a: Brockhaus & Nord, 1979) has found that when 
certain psychological traits were carcfully eyaluated. it was not possible to differentiate entrepreneurs from 
managers or from the general population based on the entrepreneurs' supposed possession of such traits. It is 
also a passiye approach that does not take into consideration competencies (those skills which YOU could 
improye in order to perform better) or the external emironment " 'Ilich is subject to manipulation and influencc 
(Tropman & Morningstar. J 989) . Robinson. Stimpson. Huefner and Hunt (1991) conclude from their attitude 
research that entrepreneurial characteristics are not stable. but rather are d,namic across time andlor situations . 
111e research does howeyer differentiate between entrepreneurs and non-entrepreneurs regardless of the 
particular stage in their career (Robinson et aJ.. 199 1). 
In a recent re\'iew of the person-situation debate. Kenrick and Funder (1988) noted that systematic sources of 
judgement bias, systematic effects of situations and systematic interactions between persons and situations must 
be explicitly dealt "ith before we can predict from trait measurement. Recent emphasis on interactiYe research 
in human behayiour has indicated the need for theoretical models that both influence and are influenced by 
actiYities in the emironment - that is. that are interactiYe (Robinson et aJ.. 1991, p. 15). An assessment of both 
person and situation yariables should therefore, enable the psychologist to predict behaviour "ith greater 
accuracy. Shaver and Scott (1991) argue that a comprehensive psychological portrait of new Yenture creation 
\lill need to consider general orienting dispositions. motiyation and personal motives. 
-.J.l-
2.10 Jlnderstandjng entrepreneurship from a behavioural approach 
Steyenson and Gumpert (1985) reject the idea of entrepreneurship as an economic function, and the idea that it 
is possible to identif)' the personal characteristics of entrepreneurs. Gartner (1989b) also argues that the trait 
., 
approach has been unfruitful and that behayioural approaches will be a more producti"e perspective for 
researching entrepreneurship. Because of the limitations of the purely trait approach to describing the 
entrepreneur, it was expected that the behayioural approach would proyide more definitive answers about the 
nature of entrepreneurship, and if successful, would haye practical implications for promoting and training 
entrepreneurs. The difference between the trait and behayioural approaches, in terms of application. lies in their 
underlying assumptions. If the trait research had been wholly successful, it would haye proyided a basis for 
identifying the 'right' person to take part in entrepreneurial acti,ities. In contrast, if beha,ioural studies were to 
turn up critical behayiour determinants of entrepreneurship, it would then be possible to train people to become 
entrepreneurs . If specific behayiours could be used to identi~' entrepreneurs, then we could teach 
entrepreneurship and thereby expand the supply of entrepreneurs. 
Theorists haye pursued this idea of the entrepreneurial function and haye tried to differentiate the 
entrepreneurial function from other more routine functions such as the managerial function (refer to Section 
2.4). Gartner (l989b) argues for a behayioural approach that views the creation of an organisation as a 
contextual eyenL the outcome of many influences. He treats the organisation as the primary level of analysis 
and the indiyidual is yiewed in tenns of acti,'ities undertaken to enable the organisation to come into existence. 
Research according to Gartner (l989b). should focus on "hat the entrepreneur does, and not who the 
entrepreneur is. Gartner (1989b). in identi~'ing entrepreneurship as a behayioural phenomenon. argues that 
entrepreneurship ends when the creation stage of the organisation ends. and the entrepreneur takes on other 
roles at each subsequent stage of organisational development 
Gartner (1985 , p. 699). in a review of literature. has summarized six common behayiours that an entrepreneur 
PCrfOID1S in order to create a new Yenture: 
the entrepreneur locates a business opportunity: 
the entrepreneur accumulates resources: 
the entrepreneur markets products and sen ices: 
the entrepreneur produces the product: 
the entrepreneur builds an organisation: and 
the entrepreneur responds to government and society. 
While Gartner (1985 , 1989b) identified the functions perfonned by the entrepreneur, Stevenson and Gumpert 
(1985) argue that entrepreneurship is an approach to management This approach is defined by Burns and 
Dewhurst (1989) as the relentless pursuit of opportunity without regard to resources currently controlled. They 
conceive of a spectrum of business behaviour (Figure 2) which ranges from entrepreneurial behaviour at one 
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extreme, personified in the fonn of the 'promoter', and administrative beha"iour at the otiler extreme. 
individuated by the teTIll 'trustee' (Chell, Haworth & Brearlcy. 199 J. p. 58). 
Figure 2. Entrepreneurial management style. 
'PRmIOTER' 
Entrellreneurial domain 
Strategic orientation 
Opportunity driven 
Commitment (0 0Pllortunity 
Revolutionary - of 
short duration 
Commitment of resources 
Control of resources 
Management structure 
Reward philosophy 
Multi-staged with minimal 
commitment at each stage 
Episodic use or rent of 
required resources 
Flat with multiplc infonllal 
networks 
Value dri, ·en. perfomlance based. 
tcam oricntcd 
'TRrsTEE' 
Administrati"e domain 
Resource driYcn 
Evolutionary - of long duration 
Single-staged with complete comminllent 
upon decision 
Ownership or cmplo: mcnt of 
required resources 
Fonllalized hierarch: 
Security dri,·en. resourcc based. 
promotion oricntcd 
(Chell et aJ.. 1991. p. 59) 
TI,e promoter has the confidence in his or her abilities to seize opportunities identified regardless of the 
resources under their current controL whereas the trustee emphasizes the efficient use of existing resources. As 
managers behaviour moves towards the promoter end of the scale they become more entrepreneurial, and as it 
move towards the trustee end of the scale they become less so (Stevenson & Gumpert. J 985). There are six 
dimensions of business practice by which the two contrasting styles of management are elucidated. These 
dimensions are: 
Strategic orientation: The entrepreneur-promoter is oriented towards the pursuit of opportunity, whcreas 
the administrator-trustee is preoccupied with the resources currently controlled. Much of ti,e force to the 
trusteeship orientation arises out of organisational demands. TI,e opportunity focus of the entrepreneur is a 
function of the changing em·ironment. 
.~ 
Commitment to opportunity: Where the promoter is committed to action. doubt rcmains about the 
durability of the commitment. The trustee is slow to act. but the cOllunitment is durable. TI,ere arc 
obyious adyantages in coping with a rapidly changing em'ironment when the conunitment can bc made 
quicklY and dropped just as quicJJy. 
Commitment of resources: TI,e entrepreneur is kno\ln for doing more ,vith less . Many entrepreneurs 
start the pursuit of an opportunity with no resources od,er than the confidence d,at they have identifies an 
opportunity. TI,e administrator-trustees have as their major preoccupation and as the source of their 
personal rewards the effectiye administration of the resources that they currently control. TIle result is a 
yery different process by which resources are acquired from others. 
Control of resources: The entrepreneur-promoter is often horrified at o"erheads and dw encumbrances 
that resources used in the business imply. TI,e trustee-administrator is often compensated on the basis of 
the amount of assets under his or her management and the nunlber of people employed. TI,ese are totally 
different attitudes and responsiye to \"ery differing measurement schemes. 
Concept of management structure: TIlC entrepreneur-promoter has the desire to keep in touch with all 
the key pla"ers and to be able personally to sell the concepts and inmlyement. and to provide personal 
payoffs. The trustee-administTator often "ie\l'5 organisations more formally. where responsibilities and 
authority should be well defined. 
Compensation reward systems: EntTepreneurial organisations base compensation on "aluc creation and 
on team perfomlance. while administrative organisations base compensation on indi"idual responsibi lity 
leyels (i.e. assets or resources under control) and on perfomlance relatiye to short-teml accounting targets. 
(i.c. profits or return on assets) and rely heayily on promotion as a means of reward (Burns and De\l·hurst. 
1989). 
Each behaviour mode discussed has its place. and the degree to which a particular management style or process 
is appropriate will depend hea'ily on the company, the people who \I'ork there, and d,e demands of the external 
em·ironment. GiYen these behayioural perspectives on the entrepreneur. it is argued that we could single out 
individuals who are capable of carrying out entrepreneurial actiyities, and furthermore we could teach people 
the skills and induce dw motiYations for them to behave in an entrepreneurial manner (Leibenstein, 1987). 
Most research has focused on motiyation and achievement training teclmiques (Clark et al.. 1984). For the most 
part, these studies have dealt \lith entrepreneurs already in business, and their goal has been to study the 
effecti"eness of educational progranls in making business ov.ners more competent managers. 
--17 -
After a review of entrepreneurial selection and training studies, Leibenstein (1987) states that it is clear that an 
indi"idual's motivation towards undertaking entrepreneurial activity is a major element. Leibenstein (1987) 
goes on to state that tile research associated with need achievement theory indicates that it is possible to 
measure the Yarying strengths of entrepreneurial motivations in individuals, and that such qualities can be 
augmented tlrrough training. Gamier and Gasse (1990) found that an entrepreneurship course encouraged 
de"elopment in entrepreneurship. but they could not concretely evaluate the extent of its influence. Clark et al. 
(1984) and Coulton (1978) conclude from their research that while cause and effect cannot be demonstrated. 
they do claim that a relationship exists between entrepreneurial education and new venture creation. 
Co"n and Slevin (199 1) have extended Ste"enson and Gumpert's argument that entrepreneurship is an 
approach to management, to state that the measurement of entrepreneurial style of firms will yield more reliable 
results than attempts to measure the entrepreneurial style of the individual. They defme entrepreneurship style 
as having tirree dimensions: risk-taking, inno,'ation and proactiveness. and show how it can be related to 
organisational structure and performance (Chell et al.. 199 1). Their study indicates the importance of taking a 
contingency approach to understanding under ,,,hat conditions entrepreneurial behaviour is most effective. 
2.11 The contingency approach 
It became increasingly clear to those studying entrepreneurship that the predicting of entrepreneurship success 
was more complex than isolating the functions. traits or behavioural aspects. TIle failure to obtain consistent 
results let to a focus on situational influences. TIle contingency approach assumes that the beha" iour of the 
entrepreneur is a function of various specifiable contextual variables (Van Daalen, Van Nickerk. Pottas. & 
Vermeulen. 1990). The first to use this approach \\'as Fiedler (1967) who created a model to predict the 
efTectiveness of certain combinations of leadership styles and situational fa,·ourability. In Fiedler's modeL 
leadership depends on the situation at hand and "efTective leadership is a joint function of leader characteristics 
and situational characteristics" (Landy. 1989. p. 508). Some of the research in this area is that of Miller and 
Friesen (1982). Miller (1983). and Miller and Toulouse (1986) 
Miller and Friesen (1982) singled out product innO\'ation as the primary measure of entrepreneurial activity. 
The scope of their research is limited to innovations in product lines, product designs. and sen'ices offered 
(Miller & Friesen, 1982). Miller and Friesen distinguish between entrepreneurial and consen'arive firms . 
Entrepreneurial finns identif)' innovation as a natural state of affairs. These firms develop a competitive 
strategy aimed at making dramatic innovations as a matter of routine and take concomitant risks. The 
consen'ative finn inno"ates when challenged. TIle model predicts that innO\'ation will not take place in 
consen 'ative firms unless: (a) there are serious challenges, threats, or instabilities in them: (b) there is 
information about these challenges brought to key decision makers by effective scanning and control systems 
and: (c) structural. technocratic. and financial resources are adequate for innovation (Miller & Friesen, 1982). 
The contextual variables selected for distinguishing between the two types of firm were the em'ironment, the 
finn's information processing ability. organisational structure, and decision-making processes. Miller and 
• 
Friesen (J 982) conclude by stating that tile detenninants of product innOYation in finns are to a ,·ery great 
extent a function of the strategy that is being pursued, and that to understand the relationship among innovation, 
structure and envirorunent, it may be necessary to study managerial motives, ideologies, and goals. 
--. 
Miller (1983) identifies a strong tendency to identify entrepreneurship with a dominant organisational 
personalit", generally an independent minded o\\ner-manager who makes the strategic decisions for his or her 
firm. In Miller's (1983) research, the focus was on the behaviour of the entrepreneur. TIus behaviour was 
identified in terms of the organisational contexts in which it was performed. The entrepreneurial role stressed 
by Schumpeter (1934) is socially vital but it can, according to Miller (1983), be perfonned by entire 
organisations which are decentralized. and easily exceed or even circWTIvent the contributions of one central 
actor. Miller (1983) identifies entrepreneurship as being a characteristic of tile firm, rather than any 
independent actor. 
Miller's argues that ,,·ith the gro\\th and complexification of organisations, there is continually a need for 
organisational renewaL innoYation. constructive risk-taking, and the conceptualisation and pursuit of new 
opportunities, a pursuit that often goes beyond the efforts of one key manager. Miller ( 1983) therefore argues 
that the correlates of entrepreneurship nrry in a systematic and logical way from one type of firm to another. 
Miller (1983) distinguishes between three different types offirm . 
Simple firms 
Simple finns are those "hich pursue Mintzberg's (1973) 'entrepreneurial' mode of strategy making. and possess 
Mintzberg's (1979) 'simple' structure. The'· are small firms ,,·hich operate in hostile and competitive 
environnlents and their power is centralized at the top. TIle o,mer-manager dominates the decision-making 
processes in the fum. There is expected to be a leader imperative that dri,·es entrepreneurship because the 
orientation of the firm is tied so closely to one central actor. Thee prime factors (the personalty. tile power and 
the store of knowledge of the leader). all of them leadership-related, were found to detemline the level of 
entrepreneurship (Miller. 1983). Miller's (J 983) research results indicated that the most critical factor in 
determining entrepreneurslup were the personality characteristics of the leader. In fact. Miller found that 
personality far overrode the impact of the environment. the structure and the decision making factors. Miller 
(1983) concludes by stating that for entrepreneurship to be present in a simple fum, one needs an entrepreneur. 
Planning firms 
Planning fums correlate \\itil Mintzberg's (1973) 'planning mode' of strategy making, and possess Mintzberg's 
(1979) 'machine beurocracy' structure. These fums are bigger and much more highly differentiated in tenns of 
organisational structure and internal decision processes. The objective of planning firms is smooth, efficient. 
and regular functioning through the use of formal controls and plans (Miller, 1983). Entrepreneurial activity 
depends upon internal initiative which comes largely from the product-market strategy and personality of the 
leader (Miller, 1983). 
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Organic firms 
Organic flnns conform to Mintzberg's (1973) 'adaptive mode' of stratcgy making and possess Mintzberg's 
(1979) 'adhocracy' structure. These firms are much more oriented to,,·ards their enviromnent and attempts to 
develop the best plan from among different courscs of action in order to meet and exploit external challengcs 
(Miller, 1983). Organic flrms strive to be adaptive to their enviromnents, emphasizing expertise-based power 
and open communication. For entrepreneurship to occur. an emirorunental-structural imperative appears to be 
necessary. TIlis indicates that the fmns tend to be entrepreneurial according to the demands of their 
envirorunents and the capacities of their structures. 
Following Miller (1 983). Miller and Toulouse (1986) explored the relationship between the personalty of the 
chief executive and the strategy and structure of the firnl. TIlTee personality dimensions were examined: 
flexibility. need for achievement. and locus of control. Their flndings suggest a strong relationship bct,veen 
personall\·. strategy and structure. Smaller flnns were Iowan structural factors and fonnal planning procedures, 
and they had a chief exccutive who was highly flexible. Larger flfllls were found to ha,·e long-tenn planning 
and delegation. a strategy of product market innovation, and leadership with a high internal locus of control. 
Need for achievement. on the other hand, was found to be correlated with a markct differentiation strategy: a 
proactive and analy1ical decision-making sl\·le and a centralized bureaucratic organisational structure (Chell et 
al. , 1991). 
2.12 SlImmap
' 
and synthesis 
In re,·ie,ying the literature it becomes apparent that there are a number of influencing factors that must be 
considered if entrepreneurship is to be adequately described or understood. The entrepreneurial process is 
influenced bY a variel\· of factors : enviromnental. organisational, personal and sociological. Entrepreneurship 
occurs within an em·ironmcnL an emi.ronment that has important consequences for the way in which 
entrepreneurship occurs and its consequent contribution towards (or destruction of) the economic system of a 
country. Strategies opcn to the policy makers have an important affect on the promotion of spcciflc types of 
entrepreneurship. Not only !lIe external envirorunent. but the organisation that is created have important effects 
on entrepreneurship. Entrepreneurship it intimately connected to small business de,·elopment. but the idea of a 
small business entrepreneur remains Yague and ill deflned. 
In attempts at describing entrepreneurship, three prominent approaches were identifled. TIle flrst of these was 
aimed at describing the entrepreneur in terms of the functions that he or she performed. Some of the more 
important functions that were identified concerned managerial competence, risk-taking in the face of uncertainl\· 
and an innovative function . Anyone who performed these functions may be labelled an entreprcneur. 
The question then arose as to thc centrality of the individual in performing these functions. and so an attempt 
was made to describe the entrepreneur by using psychological characteristics. A wide range of psychological 
characteristics were idcntifled. characteristics such as : a high need for achievement: an internal locus of control: 
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a higher leyel of risk-taking and tolerance of ambiguity: self-confidcnce: as well as persistence and 
detenllination. 
Because of the limitations of this trait approach researchers haye focused on the behayiour of the entrepreneur. 
TIle behayioural approach aimed to differentiate between the behayiour of the entrepreneur and behayiour of 
other groups in society, most notably managers. The critical aspects of this approach were the incwnbent's 
orientation towards opportunities. resources, organisational structure and reward. TIle yariation in management 
style was concei\'ed of as a continuwll ranging from the entrepreneurial at one extreme to the administratiye at 
the other extreme. Despite the criticisms of the behayioural approach of the trait approach, implicit in the 
behayioural approach are a number of personality characteristics (e.g. opportunistic tcndency). 
A moye towards the measurement of the entrepreneurial style of the finn was seen as a more reliable approach 
to identif)'ing and measuring entrepreneurship than either the trait or behayioural approaches. TIlese studies 
indicated the importance of using a contingency approach to understanding under what conditions 
entrepreneurial behayiour is most effectiye. TIle contingency approach asswnes that the behayiour associated 
with the entrepreneurial firm. or the entrepreneur. is a function of yarious contextual yariablcs. Millcr (J 983) 
distinguishes between entreprcneurial and conser"atiYe fimls based on contextual ,-ariables. but argues that it is 
necessary to take into consideration factors such as managerial motiYes. ideologies and goals. 
TIICse approaches used to rescarch cntrcpreneurship arc not all contradictory Thcy may bc yic\yed as differcnt 
teclmiques and perspcctiYes from which researchers haye inyestigated the same phenomenon. All these 
approaches make yaluablc contributions towards understanding entrepreneurship. and their contributions should 
be acknowledged . This research project. hmyeyer. focuses on small business entrcpreneurship and the research 
is conducted from a psychological perspectiYe. 
2.13 A proposed framework for researching small bllsiness entrepreneurship 
GiYen tile complex and multidimensional aspect of entrepreneurship, it is important that a comprehensiye 
research approach be used in order to deyelop a more holistic picture of its processes and influencing factors. 
Much past research has been unidimensional, focusing on a single aspect of entrepreneurship and ignoring thc 
effects of a yariety of other important factors. TIlere is a growing awareness that the process of starting a 
business is not a single well-worn route marched along again and again by identical entrepreneurs (Hartman, 
1983) and the uniqueness of the entrepreneurial event must be considered in determining the research teehrtique. 
Bvgrave (1989) proposes that rather than reducing problems to neat constituents (i.e. rcductionist teclmiques 
such as physics), we should look at the whole (i.e. case studies) to better understand entrepreneurship. TIle 
heart of the entrepreneurial process. argues Bygrave (1989), will be found in the descriptiYe background of the 
event, requiring exploratory or grounded research into all aspects of the process. It is important that the 
entrepreneurial paradigm focuses on its needs as an infant paradigm that \\ill allow it to develop. needs such as 
.-. 
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detai led descriptive or phenomenological studies (Bygra,'e. 1989), Since it is clear that a unidimensional 
approach to the study of entrepreneurship is inadequate, then it is essential that the factors affecting 
entrepreneurship be identified, Moore's (1986) model (cited in Bygrave. 1989) provides a framework of the 
entrepreneurial pro;;;ss (refer to Section 2,2 and Figure I), 
From Moore's framework four major factors that need to be considered in researching tilis process can be 
identified, Research will ha,'e to take into consideration the following: 
the psychological characteristics of the entrepreneur: the indi,'iduaL 
envirorunental factors: 
characteristics of the organisation created: and 
sociological factors , 
The individual 
Some of the most important indi"idual factors to investigate are the entrepreneurs' personality characteristics. 
including their motives , According to Miller (1983). personality far overrides the impact of the em'ironment. 
structural and decision-making factors in determining entrepreneurship in simple firms, Entrepreneurship in 
these small businesses thcrefore requires an entrepreneur: an individual with unique personality characteristics, 
These personality characteristics need to be investigated to detennine their relcvance to the entrepreneurial 
process, 
The competencies (skills and knowledge) of the entrepreneur are also important. Biographical infonnation 
concerning the entrepreneur's education and experience can proyide qualitati,'c information concerning thc 
indiyidual 's background and ski lls, 
The e","ironment 
Those relatiyely fixed conditions imposed on the new "enture from without arc called environmcntal variables 
and relate to the context in which the indi"idual finds him or herself. that Icads or favours slllall business 
entrepreneurship (Tropman & Morningstar, 1989), It is clear that entrepreneurs do not operate in a vaCUllin but 
respond to their em-ironment. Supportive cnvirorunents encourage entrepreneurship and push and pull factors 
are present in many research studies, It is from this environment that ideas and business opportunities are 
identified, Consequently. the psychological perspective should consider how that external em-irorunent affects 
the entrepreneur, 
The contingency approach argues that the beha,iour of the entrepreneur is a function of various specifiablc 
contextual variables (Van Daalen et aL 1990), and that cognisance needs be takcn of these contextual variables 
if entrepreneurship is to be comprehensively understood, This research framework investigates 
entrepreneurship in a specific em'irorunent (the small business em'irorunent), and more specifically it 
inycstigates entrepreneurship in a particular ~Jle of small business (the simple firm), Bem and Allen (1974) 
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argue that the classification of situations must be an integral part of any assessment procedure: moreo"er they 
argue that such classification ,,,ill ha,'e to be in tenus of the indi"idual's o\\n phenomenology, not the 
imoestigator'so 
The organisation created 
Much research has neglected to comment on or e"en cornnlWlicate certain characteristics of the organisation on 
which they focused (Gartner, 1985). 11,is occurs because many researchers asswlle firstly that all entrepreneurs 
are virtually alike and that they go through the same process to create their Yentures resulting in the 
organisations being of no interest in themsel"es (Gartner, 1985). Not all small businesses are the same, and so 
knowledge about the organisational characteristics (i.c. structure. strategy) which Ulay affect the entrepreneur or 
the entrepreneurial process are important to the in"estigation. Miller (1983) describes the unique characteristics 
of a simple finn. and proposes that for entrepreneurship to be present. an entrepreneur is required. 11,e type of 
organisation will also detennine what type of entrepreneurial acti"ity is present and by focusing on a finn with 
specific characteristics (i.e. simple fmus), it is expected that the results will increase in "alidity. 11,e indi"idual 
O\\TIer-manager has been intimately linked to the strategic beha"iour of a sinlple fiml bY Miller (1983), and, in 
fact, the behayiour of the o\\ner-manager is often identified as being indistinguishable from that of the finn. 
Sociological Factors 
A wide range of sociological factors affect an indi"idual's beha"iour o,'er time. Some of the key sociological 
factors identified as affecting the entrepreneur are : the extent and characteristics of their personal and 
professional networks. family influences (i.e. parents. siblings). and the presence and influences of role models 
(i.e. family. friends. acquaintances). These sociological factors affect the moti"es and beha,;our of the 
indi"idual and their influence should be assessed (refer to Section 2.5). 
All these factors need to be taken into consideration when in"estigating entrepreneurship. Moreover. there is 
also a need to detemline the extent to which the "arious factors influence each other. and their relati"e 
importance to the entrepreneurial process. 
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CHAPTER 3 METHODOLOGY 
3.1 TheQreticalorientation 
' . 
As interest in entrepreneurship and the small business sector has increased, there has been a corresponding 
increase in research on the small business entrepreneur. These studies have generally been carried out in small 
business located in widely varying industries and different geographic settings (Wortman, 1987): and in many 
cases they overlap with those characteristics of o\\ner-managers of small businesses. Sample sizes of research 
practices have varied widely from very large to very small and the primary research method has been mail 
questionnaires and interviews (Wortman, 1987). 
Given the holistic, dynamic, unique, and potentially discontinuous nature of entrepreneurial actiyities and 
processes, it has been recommended by Hofer and Bygrave (I992) that accurate, precise. qualitative data that 
is rich in its descripti"e characterization of the situation and the phenomenon invoh'ed be collected. Serious 
questions could and should be raised about studies of entrepreneurs made substantially after the entrepreneurial 
phase of the actual creation or development of the venture (Hofer & Bygrave, 1992). It is not at all clear that 
more easily gathered demographic data on the entrepreneur will capture these phenomenon, or whether any 
indirect measures of these phenomenon would be sufficiently rich to describe or predict the phenomenon 
themselves, especially if gathered substantially after the fact (Hofer & B"grave, 1992). 
As a result of this requirement for an in-depul qualitati"e research methodology. the researcher used qualitati" e 
rather than quantitative methods of investigation. Traditional quantitatiye approaches are based on positivistic 
principles drawn from natural scientific premises and central to such quantitative approaches is the ,'erification 
of a pre-established hypothesis . Unlike qualitati"e procedures. quantitati"e research approaches use methods of 
data collection and analysis that impose upon the research process a pre-determined structure delineated by the 
requirements of the initial hypothesis (Taylor, 1984). Quantitative research is by nature objective, deductive 
and is directed towards a means-ends analysis. TI,e quantitative approach is characteristically based on the 
tenets of induction, holism and subjectivism (Ferreira in Mouton & Marais. 1988). 
Inductive research, by contrast, extrapolates directly from the data rather than imposing preexisting 
expectations on the research subject. It aims to establish generalised patterns from specific experiences. The 
qualitative approach was used because it is oriented towards elucidating the subjective meaning of human 
phenomenon. The qualitative approach affords an insight into the indi,idual's feelings, thoughts, attitudes, 
beliefs and perceptions on a particular experience (Taylor, 1984). In this research project the researcher 
focused on the respondents' lived experiences. From the self-description and description of the respondents' 
experiences emerge general patterns, themes and categories of meaning. 
The present study aimed to describe and interpret the experiences of a group of small business O\mer-managers. 
The essence of the respondents' thoughts. feelings, attitudes and beliefs pertaining to their experiences of new 
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Yenture creation and deyelopment were examined, and the research also im'estigated broad aspects of the 
respondents' psychological characteristics . Because of the exploratory nature of the research it was decided to 
collect detailed information about the personal experiences of a small number of small business entrepreneurs 
and other small business O\mers. A greater understanding of the dynamics of entrepreneurs and small business 
o\mers can be obtained by conducting a qualitatiye rather than a quantitatiye analysis. 
The theoretical framework described in Section 2. I 3 of the literature reyiew was used to guide the research. 
The framework identified four factors that need to be inyestigated in order for a comprehensiye coyerage of dIe 
subject matter to be achieyed: the external enyirolUuenL sociological factors , the indiyiduaL and the business. 
3.1.1 Research focus 
While entrepreneurs haye been categorized by AmiL Glosten and Muller (1993) into those who are profit-
seeking, either working indiyidually or in a corporate setting. and those who are not profit-seeking, working in 
charitable. goyernruent and other not-for-profit organisations. this research project focuses exclusiyely on the 
small business em'iroruuent in its im'estigation of entrepreneurship. 
The first element of this inyestigation into small business entrepreneurship was to focus on the person. Miller 
(1983) argued that psychological research of small businesses (simple fimls) will benefit most by focusing on 
the indiYidual, hislher psychological characteristics and behayiours. nus focus on the person as O,e unit of 
analysis should not be construed as equiyalcnt to a search for personalogical yariables that, regardless of the 
situation. produce behayiours that lead to the creation of new yentures. 'Wllile using a psychological approach 
that emphasises the focus on the indi\idual. the research. in accordance with Shayer and Scott (1991) also 
im'estigated dIe influence of the em'iroruuent on that indiyidual. Woodworth (1938), described the relationship 
between the enyiroruuent and the person by' noting that the emiroruuent was the source of stimuli impinging on 
the organism. \yhich then produces a measurable response (cited in Shayer & Scott. 1991). 
3_2 Methodology 
3.2.1 Procedure for data collection 
Qualitative research has no specific method of data collection or analysis. The basic teclmique of this type of 
research is not to develop a particular methodology which is then imposed everywhere, but rather to develop 
appropriate methods for each unique phenomenon. The present research procedures were largely developed in 
accordance with the requirements of the phenomenon being examined. Because of the uniqueness of the 
entrepreneurial eYent, the operatiYe word in the research undertaken was "to describe". 
This descriptive research project falls under the broad term of sUfl'ey research. Survey research is a term that 
encompasses a yariety of interpretations as the nature of survey research is such that it may take many forms 
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(Tull & Albaum, 1973). 111e infonnation collccted by sun·ey research can fall into one or more of four broad 
based categories of questions namely: the pre\·alence of attitudes, beliefs and behaviour: changes in these oyer 
time: differences between groups of people in tenns of their attitudes~-,beliefs and behaviour: and causal 
propositions about these attitudes, beliefs and behaviours (Weisberg, Krosnik & Bowen, 1989). In a sum~y, 
data are collected using questions asked in a personal inten·iew, oyer the telephone or in a questionnaire. 
This research collected infonnation aimed at determining the preyalence of attitudes, beliefs and behaviour as 
\\ell as determining the differences between the h\O groups of people in tenns of their attitudes, beliefs and 
behaviours. In order to avoid the biases inherent in using one data collection technique, hvo complementary 
data collection techniques were used: qualitative (inten·ie\ys), and quantitative (psychometric test) data 
collection techniques. 
3,2,1.1 Sample 
A purposive sample of 32 small business owner-managers dra\m from all population groups situated within a 
coastal city in South Africa was used in the research project. Purposiye sampling was used to collect the 
required number of respondents because of the situation faced of inadequate infonnation about the general 
characteristics of the population under study in order to adequately ident~· the target population. Because of 
the unique aspects of the entrepreneurial process, it was suggested by Hofer and Bygraye (1992) that purposive 
sampling, stratified sampling or yariable probability sampling should be among the more frequently used 
sampling techniques in the field, whereas simple random sampling should be among the least used techniques. 
This qualitative research, unlike certain quantitative procedures, was not intent upon establishing the sanlple as 
representative of a certain population so much as describing the general constructs typical of the phenomenon 
under study. The \·alidity was established by the extent to which there was consensual validity with regard to 
the outcome of the research. External validity \\as achieved through intcrsubjectiye congruence rather than 
sanlple representation. 
All 32 of Ule small businesses in the sample had the following characteristics: 
they fitted the definition of a small business as defined in Section 2.4 of the literature review: 
the business or the controlling businesses were situated in the coastal city's urban area: 
tlle businesses were all non-professional businesses (the owners did not necessarily require specialised 
education qualifications for o\ming and operating that particular business, such as pharmacists): 
the businesses had been operational for at least one year (used as an indicator of viability): and 
the power and decision making within the business was dominated by one or a few key indiyiduals. 
Differentiation between entrepreneurs and small business owners 
In agreement with Drucker (1985) this research project did not identify every individual that started a small 
business as an entrepreneur, nor did it identi!}· every small business that was started as an entrepreneurial 
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business. This research project argues for a differentiation between a slllall business and an entrepreneurial 
firm based on the innoYati,'e behayiour of the business. All 32 of the small businesses in the sample had the 
characteristics described i.o,Section 3.2.1. L but in order for anyone of the small businesses in the sample to be 
considered an entrepreneurial firm. they had to display some form of innoyative strategic beha, iour. If any of 
the small businesses were identiJied as using one or more of the innoYatiYe approaches described by Schum peter 
(1934), then that business was considered to be an entrepreneurial firm. 
These fiye innoYatiYe practices described by Schwnpeter (1934) are: 
the introduction of a new good (or an improyement in the quality of an existing good) : 
the introduction of new methods of production: 
the opening of a new market (in particular an export market in a ne,,' territory): 
the conquest of a ne,Y source of supply of raw materials or half-manufactured goods: and 
the creation of ne" l\ -pe of industrial organisation (in particular the fonnation of a trust or some other l\-pe 
of monopoly). 
T,\o separate groups of small business o\\ners and small business entrepreneurs were then established based on 
the innO\'atiye beha,iour of the finn . 
Small business o'llIers: These businesses not display any innoyatiye beha,·iour. and the" were not 
identified as innoYatiYe bv any of the actual small business miller-managers. 
Small business entrcpreneurs: TI,ese businesses. in contrast to the other group. displayed at least one of 
Schwnpetcr's (1934) innoYatiYe practices. as well as being identified as innoyati"e bv their mmer-
managers. Hereafter. small business entrepreneurs \\ill be referred to as "entrepreneurs" . 
3.2.1.2 In-depth intcniew 
The in-depth interyiewing proyided the researcher with the opportunil\' to inyestigate the respondents' subjectiye 
human experience (Taylor & Bogdan. 1984). A standard qualitatiye inteniewing method was used for a 
d)namic exploration of the subjects' thoughts. feelings, and attitudes. In-depth intenic\\ing was best suited as it 
allowed attitudes to be explored \\ithout the research design prompting and structuring the respondents' 
answers. The semi-structured non-directed inten'iew was used because it promoted the spontaneous emergence 
of these thoughts and feelings and allowed for the researcher to best understand the respondent's lived 
experiences (Kruger. 1988). 
In this research an inten'iew guide based on the framework described in Section 2.13 was used to ensure that 
key topics were explored with all the respondents. Appendix I provides an outline of the questions used in the 
qualitative inten·iew. The inteniew guide was not a structured schedule or protocol but rather sen'ed to list the 
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general areas that needed to be covered in the course of the interview (Taylor & Bogdan, 1984). The inten'iew 
was conducted in an informal. flexib le and non-directive manner with the inten'iewer attempting to influence 
the subjects' responses as little as possible. Probing teclmiques were used to encourage respondents' to ._. 
communicate their attitudes and feelings in detail, as ,veil as to c1arif~ .. the inteniewee's responses. 
Subjects were encouraged to detemune the sequence as well as to introduce new themes. In doing so the 
constructs were able to emerge through a thematic explorative technique "ithin the inten'iew rather than being 
predetennined by the researcher, allowing a free range of responses to be encouraged within the developed 
structure. 
The researcher attempted to maximise reliability and "alidity throughout the inten'iews by n1inimizing the 
potential response effects (i .e. context, role-restricted, and responser effects) as listed by Dixon (1989). All 32 
inten'iews were conducted by the researcher, and this helped in the creation of consistent response categories. 
All the inten·ie,,·s were conducted in pri,ate on the business premises, all were tape recorded and then 
transcribed. Anonynlity and confidentiality of the respondents were assured. 
3.2.1.3 Structured-Objective Rorschach Test 
Quantitati,e data was obtained from 31 of the 32 respondents by the adnlinistration of the Structured-Objecti,e 
Rorschach Test (SORT) (Human Sciences Research Council. 1975). One of the respondents failed to complete 
the test and so her test results were excluded. The SORT is based on the Rorschach test. By using the SORT 
the personality tendencies of the respondents' ,,'ere assessed but not their cOgrUti,oe aptitudes or acquired skill. 
The SORT gives an indication of temperament tendencies which are important for occupational success. It is 
consequently not a test for occupational aptitude or skill. An o,enie,,' of the SORT can be found in Appendix 
2. 
Other instrunlents such as the 'Achie,ement Moti"ation Questionnaire' (Van Daalen & "an Niekerk. 1989) and 
'Furnbam's Locus of Control Scale' (Van Daalen. Van Niekerk & Pottas, 1989) were considered but not chosen 
because they focused on specific personality traits. In addition, the SORT has been adapted to, and 
standardised for, South African conditions by the Institute for Psychometric and Edumetric Research of the 
Human Sciences Research Council (Louw, 1975). The SORT was used under the supenision of a registered 
psychologist who cross-checked the scoring and interpretation of the results. The results of the SORT were 
used to confirm and consolidate the inteniew data. The SORT was therefore completed after the qualitati,e 
inteITiew data had been collected. 
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3.2.2 Data analvsis 
3.2.2.1 In-depth interview 
--. 
The transcribed data analysis \\'as perfornled using the systematic approach admcated by Taylor and Bogdan 
(1984), and Miles and Hubcrman (1984). Data analysis was perfonlled as an ongoing process during and after 
the data collection phase. As noted by Taylor and Bogdan (1984). qualitati"e data analysis relies on the insight. 
intuition of the researcher as well as his or her familiarity with Ule data. This grounded theory approach is 
compatible with both the grounded theory approach and anal~tic induction (Taylor & Bogdan, 198~) . 
The first step the researcher took was to familiarise himself with the verbatim interviews, reading without bias 
or special attitude. The researcher placed himself in the subject's Iiyed ,mrld, making it his O\m and yiewing 
the description from this perspectiYe. Rather than being concerned with the truth or falsity of the description. 
the researcher was concerned with the subjects li,'ed reality, that is. the meanings of objects and facts for the 
subject arising out of yarious situations. Codes were deyeloped from the rescarch questions, key concepts, as 
well as the themes and patterns identified in the ongoing discoyery phase. A code is an abbrc,iation applied to 
a segment of words - most often a sentence or paragraph of transcribed field notes (Miles & Hubennan. 1984). 
These codes changed and deyelopcd as the field experienccs continued: they were not static but eyoh'ed as the 
research progressed. During this discoyery phase emerging themes and patterns were listed from thc basic data. 
TIlis technique of noting themes and patterns has been described by Miles and Hubcrnlan (l 9 8~) as a yery 
productiye analysis technique when the data O\'erload is seyere. 
TIle researcher follow'ed the adyice of Miles and Hubernlan (1984. p. 216) w'ho warn that "patterns need to be 
subjected to skepticism .... and to conceptual and empirical test" . Finding themes and patterns was a relatiYely 
easy process as the "human mind fmds patterns so quickly and easily that it needs no how-to adyice" (Miles & 
Hubernlan. 1984. p. 216). What ,yas howeycr important was not only the identification of themcs and patterns. 
but identi~·jng further e,idence for the same pattern while remaining open to any other discontinning e,·idence. 
Clustering was used to group similar data together into categories (Miles & Huberman, 1984). Employing a 
systematic approach to fmding meaning in data, the twelye specific tactics described by Miles and Huberman 
(1984) were used. These systematic tactics for fmding meaning are roughly arranged from the descriptive to 
the explanatory, and from the concrete to the more conceptual and abstract. 
The data was interpreted in the context in which it was collected in order to increase the yalidity of the results. 
The data quality was assessed by checking for representativeness: checking for researcher effects on the site, 
and vice versa: and triangulation across data sources and methods. These checks also involved weighting the 
e,idence and deciding which kinds of data were more valid. Looking at differences was also important for 
"", 
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detennining the , 'alidity of the research results , Though contrasts and comparisons, checking the meaning of 
outliers and using extreme cases. conclusions concerning patterns ,yere tested (Milcs & Hubcnnan. 1984), 
Explanations were assesscd by ruling out spurious relations, through replication of findings. checking out riyal 
explanations and looking for negati,"c e,'idencc, 
3.2.2.2. Structured-Objecth'e Rorschach Test 
When scoring the SORT, a score was calculated for 25 traits. TI,e interpretation of the SORT was done on the 
basis of these 25 traits (refer to Appendix 2 for the construction of the SORT and the 25 SORT traits), [s was 
important that SORT data. as in the case with data of any single tes!' were interpreted in the light of 
supplementary data, such as the data from the inteniews, 
3.2.2.3 Statistical analysis ofthe SORT 
With the small sample size of the tlyO groups. the statistical test that was most applicable \\'as the t-test which 
was used to compare the differences betl"een the means of the sample groups. TI,e t distribution is a small-
sample criterion for tests concerning the difference betl,'een tlvo means (FreWld & Williams, 1991), To use this 
criteria the assumption that the tI"o sample groups had roughh' the shape of nonnal distributions with equal 
, 'ariances , A computer statistical package (Statsgraphics) was used to compute the results of the t-test. A three 
way analysis of the results was undertaken. with entrepreneurs and small business O\mers being compared to 
each other as well as being compared to the general population, 
It should be made clear that the results reported in this paper are not necessarily general to the population of 
small business entrepreneurs , 111is study group was not dra\\n as a sample of a broad population and thus. in a 
strict sense. relates ani" to those indi,'iduals studied, The researcher anticipates tha!' in spite of this limitation 
in the data base. the research may hm'e validitv with reference to the more general population of small business 
entrepreneurs. Further analysis using broader populations \\'ill pennit more extensive examination of the results 
suggested and reported on in this research project. 
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CHAPTER 4 RESULTS 
4.1 Demographics 
The research respondents consisted of 15 small business O\lTIers and 17 small business entrepreneurs"Trom all 
population groups who fulfilled the sample requirements stated in the methodology (refer to Section 3.2.1.1). 
The sample consisted of 16 male (six small business o\lTIers and nine entrepreneurs) and 16 female (nine small 
business O\\11ers and eight entrepreneurs) respondents: and the ayerage age at wllich the entrepreneurs as well 
as the small business O\lTIers started their businesses w'as 31 years. Of the small business O\lTIers, 13 were 
married: whilst 12 of the entrepreneurs were married, Only two small business owners and two entrepreneurs 
were single, wltile three entrepreneurs were di,'orced or separated, 
4.2 The business created 
The factors of the small businesses that were inyestigated '''ere diyided into the following areas : the 
characteristics of the businesses, the type of business that was started. and the strategic beha,'iour of the 
business. 
4.2.1 Structure 
All the businesses were characterised by an infonnal management structure. linle fonnal strategic planning and 
a short-range management perspectiYe, They were all characterised by personalised management in that all the 
respondents participated in all aspects of the management of the business, Onl, ' three of the entrepreneurs had 
partners, while nine of the small business owners had partners . Of the small business owners with partners. in 
six out of the nine cases the spouse was the other partner in the business. The power within the business was 
centralized with the central actor unless there were partners (usually one, but ne"er more than two). EYen wi th 
partners (and especially with the spouse), one person was more influential in the decision making, The ayerage 
nunlber of employees ranged from four for the small business O\lTIers to six for the entrepreneurs . 
-t .2.2 Tme 
A wide range of business types were included in the sample (Table 3), There were two small business owners 
who inherited their businesses from family, six who purchased going concerns and seven who started new 
businesses. Only three entrepreneurs purchased going concerns while 14 started new businesses. At the time of 
conducting the research, the a"erage length in operation of the businesses was five years for entrepreneurs and 
seven years for the small business owners, 
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Table 3_ Profile of respondents by business types . 
Categon E SBO Total 
.~ 
Retail 7 8 15 
Manufacturing & retail 8 5 13 
Se,,·ice 1 1 2 
Restaurant 1 1 2 
17 15 32 
GiYen that there were no significant differences in the types of businesses that were started (Table 3) or in the 
business management strucMes. the strategic focus of the business was inyestigated and important differences 
between the two groups in terms of their strategic business focus were identified. 
-1.2.3 Strategic behayiour 
Small business o\\ners \yere more inclined to start a business in an area or industry that was percei\·ed as more 
stable and predictable. Of the eight small business O\mers who had purchased going concerns. none of them 
had changed their strategic business orientation and the O\mers were content to make what was often described 
as 'an adequate liying' from the going concern. These were considered stable businesses and were not 
considered to be innoYatiYe by any of the actual o\\ners. The other seyen small business O\mers also started 
their businesses in what was perceiyed by the o\\ners as relatiyely stable or predictable em·ironnlents. TIle 
small business o\\ners' expressed need for security was an important factor affecting their business choice. 
Businesses ranged from franchise operations. where there was a high level of external support. to more 
independent retail operations. 
TIle entrepreneurs were notably different in their business orientation. Of the 17 entrepreneurs. three purchased 
going concerns and 14 started new businesses. None of the three entrepreneurs who purchased going concerns 
continued the business as the pre\·ious O\mers: they changed the business orientation to focus on a particular 
market with a specific product or se,,·ice (an example of this was one entrepreneur who purchased a general 
dealer. used the existing strucMc and premises but transformed the business to focus on a particular market, 
namely the high fashion clothing market). All the entrepreneurs focused on niche strategy. either in their ability 
to become more competitiye or to avoid competition. None of them purchased or started franchise operations. 
Innoyation 
TIle presence of innoYatiYe behaviour was essential for the label of entrepreneur to be gi\·en to a respondent in 
this study. All the participants that were labelled entrepreneurs were innO\·ative in some aspect of their 
business. The ideas and opportunities behind the starting of entrepreneurial small businesses were either aimed 
-62-
at creating sometlring different thereby ayoiding any direct competition, or to put one's business in a position 
where it could be more competiti"e than others in the same industry. 
Although the ideal innm'ative behayiour is to start a business with a totally unique product or sen'ice, only three 
of the seyenteen entrepreneurs started their business in this way. There were also three entrepreneurs who had 
changed an existing product to better suite the needs of their target population. TIlere were fiye entrepreneurs 
who had come into contact with a similar product or sen 'ice in another geographic area (three outside South 
Afiica) and had identified the potential for starting a business in tltis area. They had subsequently set up similar 
businesses to capture the market in this area. These other six businesses were innoYatiYe in that they had 
identified and used a new technique: to either perform an existing sen'ice function, or to produced an existing 
product which would giYe them a competitive adYantage in their particular industry. 
Gro\\1b 
It has been noted that many of the small business mmers in this stud\' purchased going concerns or took over 
fantily businesses and were content to make an 'adequate !iying from it' . This idea of an entrepreneurial grov .. th 
perspectiye was therefore another area in which the entrepreneurs differed from the small business owners. 
While the majority of the small business O\mers goal was to establish a business that would pro"ide for an 
adequate !i,·ing. many of the entrepreneurs expresses their goals as a desire to grow the business. flfstly in order 
to increase the chances of sun'i"a!, but secondly to achieve their aims of success. Grow1h for the entrepreneurs 
was identified as a factor of success. a means by which their success could be measured. For many of the 
entrepreneurs. their businesses w'ere constantly discussed in terms of the future. They were not happy or content 
with where they were. but were driyen to expand and grow. EYen though there was yery little e,idence of long 
term strategic planning. it was clear tllat they had some aspiration or \ 'ision' tllat they were working towards. 
The average number of years in which the entrepreneurial businesses were operating gives the indication that 
these businesses \yere relatiyelY new. and this future orientation was for tllem very important. 
Risk taking 
There were a Yariety of risks identified in starting a business, and while the fmancial risks were easily identified 
(in the majority of the ventures. the indi\idual placed a substantial portion of his or her sa,ings or other 
personal resources at stake), there were reports of other significant risk t)pes, such as the risk of lea,ing a 
secure position because of the difficult)· of re-entry (especially in the current economic climate); family or social 
risks (the risks of losing significant others because of the commitments needed for the successful operation of 
the business); and risks to status (status amongst fantily and friends) . All the respondents could identify risks 
that they had to take in order to start their businesses and so to differentiate between entrepreneurs and non-
entrepreneurs on the risk that was taken was not possible. There were differences in the perception and 
attitudes of the respondents towards the risk and this is discussed later in the results (Section 4.3.4). 
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-1.3 Individual psychological characteristics 
A " 'ide range of characteristics were used by the respondents in describing both their strengths and weaknesses. 
Some broad similarities and differences between entrepreneurs and small business owners were identified. 
-1.3.1 Motiyational factors leading to self-employment 
The inten·iew results suggested that all the respondents started their businesses for a ,-ariety of different 
reasons. Indi\·idual respondents were prompted to gi\e an explanation of their motiYe to start a business and in 
most cases there were multiple motives in,-olyed in the decision. 
A total of eight response categories regarding the respondent's motiYes were established (Table 4): the need for 
greater autonomy and independence - the desire for freedom to control one's o"n affairs: the need for personal 
achieyement - pleasure in generating resources and successfully launching an enterprise: greater economic 
potential - expectation of earning more money in self emplo~ment: to pursue an opportunity identified - followed 
through on a market opportunity identified in the enyironment: greater job satisfaction - the perception that self 
emplo~nlent " 'ill result in greater job satisfaction: greater job security and/or emplo~IDent - perceiyed threat to 
job security or the inability to find adequate paid emplo~ ment: flexibility to pursue other personal goals - the 
flexibility afforded by self-emplo~ment that allows the indiyidual to pursue other personal goals. These motiyes 
are not independent of each other but are linked to one other. causing a yariety of different combinations of 
positiye as well as negatiye motiyations. 
Table -I. Expressed motiYes of respondents . 
EXllressed Motiyes E SBO Total 
Need for greater autonomy & independence 15 9 24 
Need for personal achie\ement 8 2 10 
Greater economic potential 6 3 9 
To pursue an opportunity identified 6 2 8 
Greater job satisfaction 5 4 9 
Greater job security and/or emplo~ lnent 5 12 17 
Flexibility to pursue other personal goals I 5 6 
Other motives 2 2 4 
48 39 87 
The expressed moti,-e for greater autonomy and independence related to financial as well as managerial 
independence. Besides the financial aspect, it is an autonomous attitude in which one is (relatiyely) free of the 
influence of the judgements. opinions or beliefs of others in the nnmiug of one's business. Both entrepreneurs 
and small business O\mers reported the need for autonomy and independence as a prominent factor for starting 
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out on their Q\m. This was the most prominent motive expressed by all but one of the entrepreneurs and by nine 
out of 15 small business Q\mers. The follo\ling interview examples indicate the importance of personal 
autonomy and independence to the entrepreneurs. 
I \vas always looking for something to do on my o\m, to rely on my O\ln abilities and not on 
somebody else's business success .. when it came up I took it.. . If! had been working for somebody I 
may have been retrenched, or the business may have gone bankrupt. Independence. the control of the 
business and therefore your O\ln destiny is my basic motivation .. .. and this \I·as the best way that I 
could do it. (Interview number four: Male entrepreneur of a manufacturing and retail business with 
l-l employees) 
I started that business to get that autonomy. that freedom to be able to do what I want. how I want 
\I·ithout interference from partners or O\lners. I had experience in the field and saw an opportunity to 
start something unique in this to\m ... the opportunity was there and I decided to take it (Interview 
nmuber six: Male entrepreneur of a ser,ice based business \lith four employees) 
To be independent. and to be my o\m boss ... I wanted to control mv o\ln life. rather than be like the 
rest on them and go and get a 'traditional' women's job in a business and go nowhere. I needed to be 
able to do what I want and to get something out of it that was not possible as a female in the 
workplace. In this Job' I am independent and rely on myself. I can go as far as I \vant and there is 
nothing that can stop me. besides my O\ln talent and perseverance ... My boyfriend wants me to give 
it up. saying that he will pay for eve1)1hing. but I like it like this. the independence that I have. 
especially the financial independence. (lntelTiew number three: Female entrepreneur of a sen·ice 
based business \lith three employees) 
Another important motive expressed by the entrepreneurs was a need for personal achievement This motive 
was expressed by only two of the small business Q\mers. but bY eight of the entrepreneurs. 11,is need for 
greater personal achievement was seldom reported as a sale motivator. but \\'as identified concurrently \\'ith 
economic advancement and/or autonomy. This need for personal achievement was often related to the pursuit of 
an opportunity that had been identified in the em·ironment. as illustrated by the following extracts from 
interviews. 
I decided that it was time to go out and get something for myself. so I thought about it and I saw that 
there was a demand for this type of business because there was nothing like this in this to\ln. I also 
wanted to have something to show for what I have done in my life. If you work for somebody else, 
you have nothing to show for it in the end, while, when I anl finished here I will have something to 
show for it I want to be successful ... the demand that I saw really motivated me to start. It just 
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seemed to be the logical thing to do, and it was a welcomed change from the past. (lnter .. iew number 
14: Male entrepreneur of a manufacturing and retail business ,\ith three employees) 
I w'as working for a business that my parents had started. The\ then deeid;a- to get rid of one side of 
that business .. I saw that as an opportunity to start a career on my own .. I feel that I am on the right 
road, I am aLming for something bigger and I am on the way to achieying that. I want something to 
show for the effort that I have been going through. (lnten'iew number 13: Male entrepreneur of a 
manufacturing and retail business with 15 employees) . 
It was something new and something unique for [this city] and I felt that it would be a great idea and 
work well. I had seen it in Cape TO\m and it was an opportunity that Ijust grabbed because I saw the 
potential for it in this area. I must admit I was thinking about the mon~ .. . here was the opportunity 
for me to sell on a much larger scale and obyiously to make more money. (lnten'iew nunlber seven: 
Female entrepreneur of a retail business ,,-ith two employees). 
A significant number of respondents claimed they had started their businesses because of yarious unsatisfactory 
experiences associated with being employees. These unsatisfactory experiences lead to the need for 
independence and enhanced self control in an attempt to increase their job satisfaction. 
I did not enjoy the job that I w'as in and there was nowhere clse that I could go .... promotion was out of 
the question. I felt that I was being used because I was black as a sort of mascot so that the owner 
could get into the black market.... I had no say in how the shop should be run. I " 'as there Just to take 
orders. I wanted to run things my way. but it was out of the question. As soon as the opportunity was 
there I took it. (Inten'iew nmnber 25 : Male entrepreneur of a retail business w'ith fiye employees) . 
I was " 'orking in a factory. it was utterly boring and they were there just to control you .... we were 
doing a day and a night shift. I really did not enjoy the job at aiL there was nothing new in it. Each 
shift there were about 100 of us .... in that emironment you are nothing, you are a single person and 
you don't mean any th.ing oyerall. It was really not what I plarmed to do with my life, I didn't enjoy the 
job and I didn't want to go anywhere in that business, so I decided to leave. I think its the need to be 
independent, to be able to decide for yourself what you are going to do with your Ille and not leave it 
in the hands of somebody else. (lnteniew nmnber 29: Female entrepreneur of a manufacturing 
business with three employees) 
Female respondents, especially the female entrepreneurs noted that an important factor was the wish to avoid 
female subordination within the domestic or work situation. Proprietorship offered a preferable alternative to 
either the dependent status of housewlle or low status occupations. These women saw proprietorship as a 
means of attaining greater independence, self reliance and freedom from their previous positions. 
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J had been working for a company for a year and a half and J was sick of working for a rotten boss ... 1 
needed to get out. It was something that I had to do, and I was getting tired of being at home and 
ha,ing such a structurect"iife "ith husband etc . .. 1 got diYorced when 1 started the business. 1 saw the 
opportunity and said that I could do it and so I took the chance. Its a great feeling kno\\ing that you 
haye created something and made a success all on your O\\TI. (lnteniew number 10: Female 
entrepreneur of a manufacturing business with three employees) 
Reported job insecurity led to the need for greater independence and control O\'er some respondents' lives. 1bis 
job insecurity in some instances stemmed from their perception of an unstable, and unpredictable business 
em'irorunent in South Africa, thus posing a threat to their job security. Because of this insecurity, 
proprietorship was the only alternatiye that allowed them some control over their futures, resulting in job 
security. 
1 was inYOlved in the business as a part-time prospect. I feIt that it would be good to be involved in 
something other than my job because of the poor economic and fmancial situation in the company that 
I was working for and the difficult prospect of fOlding another job if I lost this one ... . .1 was then 
retrenched from a relatively stable position. and the part-time turned into a full time prospect... . 
now an the last person that is going to be retrenched from this job and the control and flexible nature 
of the job is ideal. (lnten'iew number 15: Male small business O\\TIer of a manufacturing business 
with six employees) 
Well basically. we could see the same thing happening in South Africa that had happened in the 
United Kingdom, and that was that the industry was beginning to shrink, and it got to a situation in 
the United Kingdom that no matter whateyer the qualification that you have. the ncancies don't exist. 
I thought that if I was going to do anything it " 'as to try in another field so that I wouldn't have to 
travel around as much, and there would be no possibility of being made redundant. There was a great 
opportunity to start something on my O\\TI. I knew the business well, and I had the drive and ambition 
to get on and do the job. I didn't want to have to rely on somebody else to stay employed or working 
and earning money until I was at the age when I could retire. (Inteniew number 12 : Male 
entrepreneur of a retail business "ith two employees) 
J have a general dealer in Transkei, but I moved to [this city] because of the violence and problems in 
the homeland. I needed something that would not be affected by the politics or the ,iolence. I owned 
a general dealer in the homeland but I decided to change to this shop because of the competition in the 
general dealers. (Inten;ew number II: Female entrepreneur of a manufacturing and retail business 
with two employees) 
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In many cases. there was Iinle real choice: and starting or taking oyer a small business was the last resort 
because of the inabili~' of obtaining adequate paid emplo~ment in the labour market. Sometimes the indiyidual 
has no real choice because of their need to fulfill certain obligations making self-emplo) ment the only 
alternati,·e. It was often the case that these respondents were in a position of unempIo~ ment or potential 
retrenchment and while in that position they had identified an opportunity for a small business. This \\'as 
reported as a major motintor for small business OImers (12) who saw the starting or taking oyer of a business 
as the only way in which they could fulfill their fInancial obligations. especially the support of family. With 
many more of the entrepreneurs than small business OImers, the decision to mOl'e into self-emplo) ment was an 
actiYe choice rather than a forced decision. 
When my father became ill I took oyer the shop. I took the business from my Dad, and it was already 
a going concern. It wasn't the choice of " 'anting to be a shopkeeper. I neyer had any other ideas. 
possibly I wanted to go on with my schooling .. .. I had no option. whether I liked to or not. it was a 
challenge to me, but being the eldest son of the family I had to take it oyer. I was not qualifIed in any 
way and it was the only thing that I could do, so I did it. The family was relying on me and it was the 
only way that I could fulfill the needs of the family. I didn't haye any plans for my future. I really 
didn't want to desperately be an~thing else, so it was the only thing that I could really do. (Interyiew 
number 30: Male small business OImer of a retail business "ith fIye employees) 
Family thought that it would be a good idea because I couldn't fInd a job, and they set it up for me. It 
was bener than continually searching for a job. The reason for starting this specific business was 
mone" I suppose. but I didn't really choose this life for myself Now that I am here I anI happy. 
because I haye a lot of freedom to run the business as I want to run it. (lnten'iew number 19: Female 
small business OImer of a retail business ,yith four employees) 
I don't really knml" why I started it, I didn't ha"e a choice really ...... I just took it oyer. if I didn't I 
would ha\'e been out of work. I had been running the shop with my husband who also owned a 
factory that supplied the shop. It was decided to run them independently and my husband wanted to 
sell the shop ... At the time we had split up and I wanted to be independent, so it was the easiest thing 
to do. (Inteniew nunlber 23: Female small business o\\ner of a retail business ,vith four employees) 
I was working for the business and it closed down or the OImer was mo'~ng to Cape TOIm and so I 
was giyen fIrst option in running it. I am paymg the o\\ner back slowly, but I am basically keeping 
the same line as before. I didn't want to look for a job, and as I was giyen the option to buy I took it. 
It was the only thing that I could have done. (lnten~ew number 5: Female small business o\\ner of a 
manufacturing and retail business with two employees) 
.-
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Some of the respondents, especially small business o\\ners, reported the need to be able to pursue other goals in 
their liyes. These required a greater flexibility and control O\'er one's life in order to deal \\'ith alternatiye roles. 
the most important of which was the role of parent. There were also other family needs that were motiYators for 
the moye to proprietorship. 
I wanted to be able to spend more time \\ith my family .... It \\'as the only way that I could tty, that is 
by myself. I couldn't get what I \yanted to from the job I had before, so \\'hen the option came up I 
took it and decided to start this business. (Inten'iew number 17: Female small business o\\ner of a 
retail business with one employee). 
We wanted to moye to this area because offamil\ ..... I had a lot of family in this part of the world. 
We bought the business, expecting it to giYe us the fle:ocibility that we so wanted ... Wanted o\\n 
business to get away from the hassles in Johannesburg and needed something stable. (Inten'iew 
nWllber 22: Female small business o\\ner of a manufacturing and retail business \yith 3 employees). 
Resistance to geographic mobility was also linked to the need for greater autonomy and flexibility to deal with 
other roles. The majority of these roles concerned fanlily support. 
I had just had a baby and tile company that I \yas working for wanted me to go and work in another 
to\\l1.. . I was ,"cry reluctant to go and \York in another tonTI. with my family here. especially with my 
two small kids. I was on holiday and I sayan operation that was similar to this one in Cape to\\n, 
and I thought that there was nothing like this in I tllis city) and so I decided to take the risk and open 
one up. It makes me independentand especially witll little kids I haye a Illore flexible timetable. I do 
things my way on my time and that is a great ad\·antagc. (Inten'iew nWllber nine : Female 
entrepreneur of a retail business \\ith two emploY'ees) 
Because of tile climate. My husband was expected to moye up to the Transyaal and tI,at was the last 
place that \\'e wanted to go, gro\\ing up in [this city] \\ith all our family and friends here. so we 
decided to go ahead and start something new that we could run. We then started tllis, and he has 
subsequently bought a bottle business and is getting that going again. (Inteniel\' number 18: Female 
small business owner of a retail business \\ith two employees) 
It should be clear that there are multiple motives prompting indiyiduals into self-employment. It is also clear 
that although economic adyancement is essential for the suryiYal of these small businesses, it was clearly not the 
dominant motiYator but fonned one part of the motives that prompted the indi\'idual into this situation of self-
employment. The most important motive expressed was the need for independence (financial/managerial and 
other) from others in the business environment. Although business proprietorship is a means whereby the 
individual could achieve this desired level of independence, the extent of financial independence that could be 
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achieyed depended largely on the a,'ailability of personal fInancial backing for the yenture as well as the profIt 
level that was generated by the business. 
The motives leading to self-employment were based on a mixture of push and pull influences. The primar;, 
motiye for entrepreneurs appeared to be the desire for independence, a pull factor. TIle entrepreneurs appeared 
to be highly motiyated by the need for personal achieyement as well as, to be a success personally, and to be 
successfully fInancially. TIle small business owners were on the other hand significantly motiyated by a need 
for security, which was a push factor. Many negatiye aspects of emplo)ment, disruption to family life, and 
insecurity pushed these smaIl business owners into self-employment Frustration with employment 
adyancement also led many of the respondents, both small business owners and entrepreneurs, into self-
emplo)ment, a career in wruch they felt it would be easier to attain their goals . The need for greater job 
satisfaction was not always directly mentioned and the two groups rate almost equally on this motive. It must 
be noted howeyer, that a clear majority of the respondents did not regret the decision to start their businesses 
and they reported increased job satisfaction in their present self-emplo) ment positions. 
An important factor for small business O\\TIers was the need for security or emplo) ment Their inabilitY to 
either fmd emplo)ment or to fmd a secure job were strong motiYators to become self employed. Many of them 
had no choice and self-emplo)ment was the only alternatiye. There was also a difference between the two 
groups for the motiYe relating to flexibility to deal with other personal goals. With most of the entrepreneurs, 
the business canle first and ,vas seen as the most important aspect of their liycs. With some of the small 
business O\\TIers it was clear that their moti,'e for starting a small business was to fulfill other important family 
obligations. 
-13.2 Autonomy and indellendence 
Many of the motiyes (both positive and negati"e) expressed in the inten'iews concerned the need to be 
independent The respondents, especiallY the entrepreneurs. reported a high le"el of confidence in themselves. 
and self-reliance in the day-to-day running of their businesses. In some cases, in the entrepreneurs' decision 
making. they reported consulting "ith outside people, but they preferred to be in control at all times. Those who 
were consulted were often used to reinforce the decision taken, rather than help in the actual decision process. 
There was a need for strict control by small business O"ners and entrepreneurs over the business, generally by 
keeping a fIrm hand on its operation. Some expressed the desire to control the operation entirely alone, without 
any partners because it was argued that they would then be in a position to conduct the business exactly how 
they expected it to be conducted. This was especially true with many of the entrepreneurs who preferred to 
retain strict control, and the acceptance of a partner was often because of the need for additional fInancial 
assistance, not for their managerial participation. If the entrepreneurs could have fmanced the business entirely 
on their o"n, they would not have had any partners. All the respondents appeared very autocratic in their 
dealings with their staff to ensure that things were done "the right way" the first time. 
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At times the decision by an entrepreneur to start an independent business rather than a franchise also stemmed 
from the need for managerial independence (i.e. a franchise was perceiyed to offer less independence than an 
independently run business). Many of the small business o\\ners relied on their family to support in the 
operation of the business, and some had their spouse as the partner in the business. Entrepreneurs on the aUler 
hand, were less likely to start family businesses that had a large amount of family inyol\·ement. This broad need 
for, and preference for independence, \\'as reported by the majority of the respondents and the following 
examples inillcate this tendency. 
Alone it is more of a risk but I haye more control oyer the business. I am happier with tllis. I tllink 
it's the need to be independent, to be able to decide for yourself what you are going to do \\;th your 
life and not leaye it in the hands of somebody else (lnteryiew number 29: Female entrepreneur of a 
manufacturing and retail business \\;th three employees). 
You should stay smaiL you have the adYantage of control and good decision making. You are more 
flexible and open to adaptation and change. You do away \\ith the beurocratic type organisation. 
had some employ 1nent problems before. but now staff is small and easier to control... control IS 
essential (lnten;e\\' 14: Male entrepreneur of a manufacturing and retail business with three 
employers ). 
lllCre are four partners, and we work independentl\'. we arc generally only partners in money and that 
sillts us all fine . We all like to haye our o\\n businesses. but find that it is beneficial to pool our 
resources giying us more strength and opportuni~ ... we generall\' don't haye time to go and stick our 
noses into the other partners businesses. I operate very much independently. I cannot stand this idea 
of somebody continually being there to assess and question you on the decisions that "ou make 
(Inten;ew number 16: Male small business O\mer of a franchise operation with 10 employees). 
Throughout these needs for fmancial and other professional support there was a need for outsiders to be 
consulted, resulting in less independence and a loss of some control that the entrepreneur has over the business. 
The entrepreneurs may have started the business in order to gain this independence and control, but they seldom 
achieved the leyel of independence that they desired. They became dependent on other people, such as 
customers, suppliers, and fmancial institutions. The majority of the entrepreneurs and small business owners 
illd however report positive rewards from owning and operating their own business. It was felt that some degree 
of independence had been achieved. 
4.3.3 Persistence and determination 
The respondents were closely related to their businesses and they described themselves in terms of the business. 
One of the first characteristics identified was that both small business owners and entrepreneurs reported being 
committed to their businesses. The success of the business was important because in most cases it was the only 
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form of financial support. Being dedicated to the business and taking personal responsibility for its success or 
profitability were therefore essential. 
The entreprene';s·, while operating in what was considered an uncertain emironment, made it clear that they 
beliel·ed in what they were doing and this belief in what they were doing was a driying force that was reported 
to sustain them when 'things get tough' . Once the entrepreneurs had identified an opportunity in the em·ironment 
and fonnulated goals (which were sometimes yague). they were quick to put the idea into action. Haying the 
determination and drive to create a tangible product or service from a business idea was more important than the 
identification of the idea itself. The majority of entrepreneurs considered themselves logical and realistic, able 
to see where the opportunity existed but not identif~ .. ing this as an~1hing overtly important. The entrepreneurs 
felt that anybody could identif}· the opportunity. but what was important was their drive to turn the idea into a 
reality, to create the opportunity from the idea. 
TIlCre was a positil·e self perception by the entrepreneurs in their ability to cope with the situation at hand, but 
tlus high lel·e! of commitment by the entrepreneurs to their businesses was more often than not coupled with a 
high stress leyei. The determination that was needed to turn their ideas into a reality meant that they had to be 
totally dedicated to their businesses, sometimes at considerable cost to their relationships lIith their friends and 
family. It was cautioned by many, that anybody wanting to follow the route of the entrepreneur must be 
prepared to make the sacrifices necessary. especially with regard to one's time. Two of the entrepreneurs 
described the commitment in terms of the time that they had to spend on the business. 
You find you giye up all your social life. straight alvay. I find I get to work at 7:00am and I only get 
hOlUe after 6:00pm. I do go out sometimes at night but then I usually find that I am so tired the next 
day that it actually is not worth it. You actually sacrifice it aiL you also work Saturdays and Sundays 
as well and you just don't nuss it after a while. I catch up on work at night, oyer the weekends and 
dwing the early morning. wheneyer I get a chance to be alone. It's a price you haye to pay if you 
want it to be a success (Interview number 29: Female entrepreneur of a manufacturing and retail 
business lIith three employees). 
WelL the more I've gone into my business. so I have found it more difficult to relax. It's so much 
more difficult to keep my thoughts off the business ... one's always got this worry in the back of your 
mind. You can't really relax sometimes. Your thoughts are constantly on what's going on - this 
account, that account .. it keeps one fairly occupied, fairly sort of alert. I am 26 years old and the 
business has been going for two and a half years, and J just cannot afford to take time off, business is 
always a major concern. You work overtime, over weekends, attempting to fmd work for the 
business (Interview number 13 : Male entrepreneur of a manufacturing business with 15 employees). 
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4.3A Risk Taking 
All the respondents identified that starting any small business was a risk. but the results do indicate some strong 
differences in perceptions and attitudes towards these risks, These differences were affected to a large extent by 
the motives, self-perceptions, and perceptions of and attitudes towards the external emirorunent. 
The entrepreneurs demonstrated a willingness to take risks in dealing \\ith what "as considered by them to be 
an uncertain em'ironment. All the entrepreneurs identified that they had to take some fonn of risk in order to 
launch their businesses and they identified themsel,es as \\'illing to take risks to achie,e their goals, such as. "I 
am definitely a risk taker, you haye to be one in order to succeed": " you have to be a risk taker to a certain 
extenf':and "you haye to take a risk to achieye your goals". 
The majority of small business O\mers on the other hand did not identify' themse"'es as risk takers, although 
many of them had taken some fonn of risk when starting their businesses, Small business o\\ners appeared to 
start businesses in an industry or area \\ith a low leyel of uncertainty or ambiguity or where there was a high 
leyel of support, such as a franchise business, The businesses started by the small business o\\ners were 
reported not to haye changed much o,er the years. indicating a more stable business enyirorunent. The 
following quotes indicate many of the small business O\mers' approach to business formation, 
I pretty much tend to think it out. no I wouldn't tllink of myself as somebody that takes risks, I am not 
impulsiye, If You take the decision to start tllis business in [tllis city]: the first thing is tllat I wouldn't 
ha,'e jwnped in here if I hadn't kno\\n that it would work " there is no such thing as junlping into the 
water \\ith your hands tied behind Your back hoping for the best... I also haye a lot of support from 
the main office if something should go \\Tong " (lnten'iew number two: Male small business o\\ner 
of a franchise business \\ith four employees), 
I am not a chancer, and I ha,'e ne"er been a chancer '" I had a family to take care of and couldn't 
afford to take any risks and anyway the risk was yery low because it was a going concern. and I ha,e 
not changed the shop much since then, (lnten'iew nwnber 30: Male small business owner of a retail 
business with fiye employees) 
I am not a risk taker." if somebody could haye told me that they could have guaranteed me a job until 
I retired I would not have gone into business, We knew the business and knew that we would be able 
to make an adequate liying from it... we took all of the retrenchment money and took out a loan on the 
house to start the business, That is probably the first risk that we haye taken", but now I am in the 
business, I will do it. I am here, it has got to be done and I will do it (Inten'iew 28: Female small 
business owner of a retail business v.ith four employees), 
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Although they identified themselyes as risk takers, the extent of risk taken by the entrepreneurs was determined 
by their assessment of the situation in which they found themselyes. They identified themseh'es as risk takers, 
but qualified the statement by stating that in their decision making they would carefully eyaluate the risk to 
reduce or control it. In this assessment they to~k into account a yariety of factors; factors such as their O\\TI 
ability to cope with the situation as well as their perceived chances of success or failure. A strong positiye 
attitude towards the new product or sen'ice proyided plus a high positiye perception of their abilities to cope 
with the situation at hand most often led to the driying force that allowed the entrepreneur to take what appeared 
to be high risks concerning new products and sen ices "ith confidence. A positive belief in the new product or 
sen"ce prO\ided was a major motiYator for the entrepreneur to decide to take the risk, as the following quotes 
indicate. 
I am a risk taker, you ha,'e to be in order to make money. I knew the product was good. the only 
problem was getting the customers into tl,C shop (lnten'iew number 24: Male entTepreneur of a retail 
business with fiye employees). 
I think eyerybody who starts a business has to take some form of a risk, usually financial risks. My 
major risk is that the product is unique and people in [this city] may not have the inclination to try it. 
It is a calculated risk because I haye seen the product work yery well in Johannesburg. and I am 
confident it will catch on here (lnten'iew nmnber six: Male entrepreneur of a restaurant " 'ith four 
employees). 
Many entrepreneurs stressed that they were not impulsiye. and went oyer eyery major decision in an attempt to 
reduce the risk in some way. Careful eyaluation and an in-depth assessment of the situation was the nonn . At 
times it was through the use of contacts as well as using past experience which allowed them to reduce. ayoid or 
plan for any risk. The following examples show tl,is from the indi,iduals themselyes. 
I have to take risks to get where I want to go in the tinle that I want to do it. I don't like taking risks 
so I plan what I am going to do yery well and reduce the risks as much as possible. I am starting 
another business now so again I am facing a large amount of financial risk but I will use my 
experience in this business to help deal with it (lnteniew number 14: Male entrepreneur of a retail 
and manufacturing business with tlrree employees). 
You have to be a risk taker to a certain extent. You have to, it is a much higher risk than anybody 
takes working in an organisation. You are definitely taking a risk when you start your own business. 
but you Ir)' to minimize it in as many ways as possible. Whether you like it or not you have to take 
it... . but I turn the coin many times before committing myself (lnten"ew number four : Male 
entrepreneur of a retail and manufacturing business with 14 employees). 
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You always have to take a risk, but I have contacts in this business in the [city] area. I have an 
adYantage in that I know a lot of people in influential positions that can help me in the business with 
contacts and competing better. I also know that people have to buy this type of product and there is 
noi'ihan much need for advertising, and it relies on the operation, not on the product itself to sell the 
product (Intel"Yiew number one: Male entrepreneur of a retail business with two employees). 
Any decision that I make has been considered from all angles, and any method that can be used to 
reduce the risk is used. I feel that I can handle the decisions, and I am not impulsive. The money that 
I was putting in was a calculated risk (lntel"ie\\' number 29: Female entrepreneur of a manufacturing 
and retail business with three employees). 
Although it was clear that the majority of the entrepreneurs identified themselves as risk takers and the small 
business owners did noL none of the respondents identified themselves as being impulsive in nature. 
Entrepreneurs appeared willing to deal with uncertain(\', but any decision invohing risk was carefully weighed 
with the information on hand, with a clear attempt to reduce the chances of failure, by aYOiding or minimizing 
the risks in any way theat they could. They appear to take "ery careful, calculated risks, risks which \'aried 
according to their motiYe and their self perception. Entrepreneurs reported confidence in their abilities to deal 
with any situations that may occur within the business. With this positive self perception, the entrepreneurs 
were more willing and therefore able to cope with uncertain or difficult situations. 
·U5 Tolerance of ambiguity/uncertainty 
The entrepreneurs choice of business (i.e. starting a business with a new product or sen'ice in an uufamiliar 
em'ironment) in many cases demonstrated their willingness to deal with uncertain(\' and ambigui(\·. Within 
these em;ronments they had to be self-confident and rely on their o\m abilities. This ambiguous em1ronment 
was characterised by change and most of the entrepreneurs, on starting their small businesses. have had to 
change their original ideas and products to better suite what the customer was w·illing to pay for. This was in 
contrast with most of the small business owners who had not changed their businesses or productlsenices much 
in the time that they had been operating. This also indicates a willingness and an abili(\' to be flexible. 
43.6 Self-confidence 
A positive perception of one's ability to deal with the situation was also a strong motivator. A high level of self-
confidence was reported by the entrepreneurs. The following quotes indicate this positive self perception. 
I felt that it was a good idea and I went for it, I wouldn't have done it if I felt that I wouldn't haye been 
able to do it. You could say that I believed in myself (Interview number three: Female entrepreneur 
of a service based business with three employees). 
-75-
All the money that I had I put into the business, so there was the risk that I would lose it. I did not 
think that I would lose it because I knew that people would come to me, people trust me and I know 
what they want (Interyiew number 32: Female entrepreneur of a manufacturing and retail business 
with fhe employees). 
I don't gamble, but I do take chances .. I am confident in myself. I had to risk my life sayings to start 
the business ... I lowered my im'estment risks by planning and knowing my limitations.. once I 
understood what my limitations were. r realised what I was capable of and what I had to do 
(Interview number 10: Female entrepreneur of a manufacturing and retail business with three 
employees). 
-f.3.7 Stress 
The respondents, especially entrepreneurs. were extremely time conscious. TI,e extensi,'e hours worked makes 
time important in the li,'es of the ayerage entrepreneur. The other major problem that was identified by 
entrepreneurs in starting and operating a business was the increased stress experienced. TI,e most persistent 
form of stress reported, resulted from the long hours at work away from friends and family . Many of the 
entrepreneurs reported loneliness and a loss of contact with significant others . Their business and personal lives 
were interlinked. and there appeared to be yery little of personal life that was not affected by the business. 
Entrepreneurs often had a positi"e self perception because of what they had managed to achieye. but they were 
unable to diYorce themsclyes from their work. TIlis resulted in ycry little time lcft for recreation and yacation. 
Generally, most of the entrepreneurs acknowledge the prcsence of stress in their liyes. 
The small business o\\ners also experienced pressures from work as well as spending a great deal of time 
dealing \\ith work matters. Therc was a difference howeycr between the entrepreneurs and small business 
O\mers . lf business was going well and there was an opportunity to take tinle off. then it could be done without 
any guilty feelings . This was especially important \\ith those who had been operating businesses for a longer 
period of time. and the businesses were perceived to be more stable. Concerns for business were present if 
there was something important to deal with but othem'ise they found it relatively easy to relax in leisure time. 
With the entrepreneurs it appeared to be different in that they were constantly thinking about the business while 
away from it. A small business ovmer. although similar to the entrepreneur in the extended time and work that 
is done, tells how he is able to relax when away from work. 
TI,e work and the hours. they seem to go on forever... there is no time to spend on others. It is unfair 
on the family .. . to start \\ith I don't get time to take off. I don't go on holiday or take leaye. because 
the business will stop without me. When I am relaxing in the evening, I can forget about the work, 
such as being at church or watching sport On TV, or working in the garden.... I can relax unless there 
is something important or specific that has to be done (Interview number 30: Male small business 
owner of a retail business with five employees). 
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The entrepreneurs reported coping with stress by simply getting on and doing the job and thinking that the stress 
will deal with itself. They avoided or ignored the stress as best they could, accepting that it was part of the job 
and couldn't be removed. The persistence and determination displayed by the entrepreneurs were important 
dri,ing forces. Friends and family "'\'ere also the major support mechanisms, and through this support tile 
respondents gained confidence and a sense that what tiley were doing was right. Sport w'as also reported to play 
a part, but often time consuming sports were given up in favour of less time constuning sports. Recreation 
activities that clid not rely on the commitment of others were also chosen, mainly because of a need for a 
flexible timetable given the demanding situation of rurming a business. 
In slUlllllary, there are a wide range of motives (both positive and negative) affecting the respondents, with the 
entrepreneurs reporting independence and autonomy as most common, while small business owners reported 
greater job security or emplo)ment as the most common motive. A high level of commitulent and determination 
was identified by all respondents, but this appeared to be 1110re important to tiwse operating in uncertain 
environments. of which the majority 'vere entrepreneurs. These entrepreneurs also reported more stress in their 
daily lives due to the uncertainty. 
Risks were common in tile starting of a new business, and while there were differences in tile risk taking 
perception (entrepreneurs identif\ 'ing themse"'es as risk takers. " 'hile small business O\mers were not) the 
entrepreneurs offset this risk by having a high level of self confidence. coupled " 'ith a strong belief in what they 
,vere doing (a belief in the success of tile product or seryice). Although both groups reported the need for 
independence. only three of the entrepreneurs had partners. while nine of the small business O\mers had 
partners. and none of the entrepreneurs started franchise businesses for the reason that it would erode their need 
for autonomy and independence. 
4.4 Individual competencies 
4A.l Education 
The education level of the respondents is slUlllllarized in Table 5. Education was identified as playing an 
important role in the background of both the entrepreneurs and the respondents. TIle majority of respondents 
(28) had completed high schooL with 10 of these respondents completing some form of tertiary education. 
There were no significant differences in the educational level attained by the two groups and the majority of 
respondents identified their education as being an important aspect of their entrepreneurial venture. Education 
was not identified as essential, but an advantage in that the majority of education undertaken was not perceived 
by the respondents to be directly relevant to the skills needed to start and manage a new business. 
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Table 5. Highest education le,'el attained by respondents 
Education Leyel E SBO Total 
High school uncompleted 2 2 4 
Matriculated 6 8 14 
TechniconlUniyersity uncompleted 3 I 4 
Technicon graduaterrradesman Certificate 4 2 6 
University Degree 2 2 4 
17 15 32 
The education undertaken was in the majority of cases not directly related to the type of business that was 
started. Almost all the respondents reported skill deficiencies in starting their businesses and they had in some 
cases attempted to improye their education through part-time study on specific work related subjects (e.g. 
accounting). This was extremely difficult because of the time pressures im'olved in operating their o"n 
businesses. 
4.4.2 Experience 
Respondents had a "ide range of occupational experiences prior to starting their businesses (Table 6). "ith the 
majority (16) haying had experience in the industry in " 'hich they opened their businesses . Only eight started in 
a business area in "hich they had no prnious experience. There were fiye respondents " 'ho ,rere full time 
housewiyes prior to starting their businesses. and only three respondents started their businesses directly after 
the completion of their education without any prior experience in the chosen industry. 
TIle experience of the respondents (especially in an incubator organisation) was an important contributor to 
their positive or negati"e 1l1OtiYations. TIleir experiences also provided tilem with skills that tiley could use in 
their new occupations. eyen if the actual business started was in another industry than that in which tiley had 
their experience. 
Table 6. Preyious occupational experience of respondents. 
Area of Experience E SBO Total 
In the same or similar industry 10 6 16 
In a different area of work or industry 4 4 8 
Housewife 2 3 5 
Straight from education WitilOut any previous experience I 2 3 
17 15 32 
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Even though dlere are some inejjyiduals who did not have any experience in the area in which they started their 
business, there was a preparation period prior to committing themselves to the new business. This preparation 
period ranged from less than six months to greater than eight years. During this preparation period, the 
individual would necessarily gain a better understanding of the business em'ironment that they intended entering 
as well as preparing themseh 'es both psychologically and financially for starting and operating a business. 
During this time, contacts and social networks were built up, made up of personal and professional persons. 
11lOse individuals that started businesses in areas in which they had experience (i.e. in incubator organisations) 
were more likely to have been pulled into new yenlure creation by the opportunities identified. These were 
positive motintors or pull factors. This was not the case for some of the small business owners who took over 
family businesses in which they had extensi\'e experience. 11lOse individuals that started businesses in areas in 
which they had little or no experience or education were more influenced by push factors or negative 
motivators, such as a wish to avoid negative consequences or a\'oid insecure jobs. 
Some of the entrepreneurs had started their business on a part-time or very small scale and it had subsequently 
developed into a formal business. This was the safest method used to start a business as it ga\'e the O\mer a 
chance to tryout different ideas without committing large sums of money or resources to them. It could also be 
done on a part-time basis. These individuals had identified business opponunities which were then tested and 
. modified prior to starting a formal business. 
J had been working from home before that and I felt that it would be better for me if I started a formal 
business. Because of the success from home I knew that it would succeed and the risk was not that 
high because I had my 0\\11 equipment. Having a business premises is a great ad\'antage. and dIe 
boredom I felt before was gone ... By being here it is almost an advert in itself in a way and people go 
past, they see dIe shop and hear about You. (Interview nwnber eight: Female entrepreneur with an 
manufacturing business "ith no employees) 
J wanted to make money. In a job as a secretary you do not make yery much money and I needed to 
have more money. This was one way that I could make more money and keep my job ... the business 
[which was run part-time) was going well and I wanted to be a part of it. [need to be here to see the 
customers and see what they want They get confidence in the owner of the business, they always 
want to see the owner of the business and [ would not be here. [then decided to give up m" job 
because the business needed me on a full time basis ... (Interview number 32: Female entrepreneur of 
a manufacturing and retail business "ith five employees). 
I have always made clothes for myself, and my friends started paying me to make things for them so I 
just went from there and expanded into the business... I was working upstairs with a seamstress but I 
have moved down by myself. I think it's the need to be independent, and I wanted to go somewhere. I 
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now haye that opportunity. (lnten'iew number 29: Female entrepreneur of a manufacturing business 
with three employees). 
4.5 Sociological factors 
The sociological factors that were significant to the entrepreneurs were the effects of role models and the social 
and professional networks that were created. 
~.5.1 Role Models 
Some of the respondents reported their positiye aspirations and motiyes due to the entrepreneurial tendencies of 
those around them such as famil". friends and business associates. These role models prO\'ided a positiye image 
to the potential small business O\mer or entrepreneur. as well as offering adyice and encouragement in the 
initial stages of the small business. It was often a life-style portrayed by the role models that the respondents 
had identified with. often because they were familiar with tl,e liYes led by these role models. Many of the 
respondents reported that similarly to their role models. there was the challenge of being in control of their own 
liyes. to be independent. 
I suppose because I saw him [fatller] do it. it was an incentiYe for me to do the same. In fact. I don't 
tllink that there was an\1hing that I was really prepared to do that did not inyolye my o\\n business. 
It was a challenge to take oyer the general dealer [not his fathers businessJ .... .. and to build it up into 
a high fashion. label business . TI,C thrill was to be able to paddle Your O\\TI boat. to decide yourself 
where you were going to steer and what direction you were going to take. TI,e ability to control your 
o\\n destiny was probably the most important aspect of the initial exploration into what was then a 
relatiyely unknO\m area. (lnten'iew nwnber 27: Male entrepreneur of fh'e retail businesses with 25 
employees) 
I had been working for my father and I felt that if I was going to work this much anyway I may as 
well be doing it for myself rather tl,an for somebody else. I had been putting in a lot of work and felt 
that I would rather get more than a salary out of it. I had the money to start and it I felt that it was 
now or neyer. ... My parents and some of my friends were self employed and seeing their successes 
and lifestyles. there are hassles but I knew about them ... I had confidence in myself and felt that I 
could do it on my own. (lnten;ew number one: Male entrepreneur of a retail business \\ith two 
employees) 
~.5.2 Personal and professional networks 
What was also of importance to the majority of respondents were factors that affected them directly. especially 
the support that they received from the emironment. TIlls support was identified in two different areas: the first 
was professional support (fmancial and managerial); the second was psychological (moral support). The 
entrepreneurs appeared to have a more extensive professional networks than the small business o\\ners. but 
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smaller personal networks. Small business owners preferred to go to family and friends for their support. while 
entrepreneurs were more likely than the small business mmers to go to cxtemal organisations for the required 
support. 
Personal sayings of the business proprietors were seldom enough to amid the need for fmancial assistance from 
outside sources. ConsequentlY, the majority of proprietors approached other family. friends , financial 
institutions or small business organisations (e.g. Small Business Deyelopment Corporation) for fmancial 
assistance. A characteristic of the small business O\mers was their ayoidance of formal institutions and their 
tendency to approach informal sources of fmancial support, such as personal, [amily, friends or acquaintances, 
The entrepreneurs were more likely to approach formal institutions than the small business mmers, although 
they did use a significant amount o[ personal sayings, or loans from family, friends or acquaintances . 
The need for managerial or other professional sen'ices (i.e. banking, accountants, la\\yers). often lacking in the 
respondents. was found mostly informally by the small business mmers, such as family, and business 
associates. but some of them, especially the entrepreneurs. did approach [omlal organisations [or this foml of 
support. Again there were mixed reactions to the support from outside organisations, with some respondents 
reporting extremely positiye attitudes towards these organisations while others being rather skeptical on the 
senices prmided. These support networks (i.e. family, friends , acquaintances and fonnal institutions) were 
essential to the success of most of the businesses as many of the respondents were deficient in one or more of 
these arcns. 
n e psYchological support was also yiewed as an esscntial aspect to becoming successful. One of the results 
reported by all the respondents concerning the operation of the small business was the long hours, the necessary 
dedication and commitment required from the business. Friends and family proyide undcrstanding, 
encouragement and physical support. These people who supply moral support help the indi"idual entrepreneur 
and small business o\\ner to persist when times arc tough, Another important support were other small business 
O\\TIers (role models). These external members sen'ed to prO\ide a supportiye em'ironment during the launch 
and deyelopment of the business. Examples of this support were giyen b~' the follo\\iug respondents . 
I think that the one thing that has kept me going would be the family support. The important thing is 
that you at least feel that you're not along in the struggle, You know, I have always remembered that, 
it is always better to be in trouble with a couple of people than when you're alone. Somehow they 
make you feel better about it , it definitely does help (lnten'iew number 12: Male entrepreneur of a 
retail business \\ith two employees). 
I get a lot of support from my husband, He understands when I have to work long hours and am away 
from home, He is always there to give me support and to help me if I have a business problem. My 
friends also, they understand what I have to do and they are always willing to help. Because of this, 
"' , 
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it is easier to cope when the business is down (Interyiew no 11: Female entrepreneur of a 
manufacturing and retail business with two employees), 
While there ,yas e,idence of both personal and professional networks, the structure of many of the businesses 
created by the small business O\mers reyolyed around the family, The family was yery in,oh'ed in the 
operation of the business and so the support \\'as physical as well as psychological. The majority of the 
entrepreneurs started businesses that were distinct from other family members and so they experienced more 
isolation from them due to long hours away from the other family members, They had wider professional 
nel\yorks, but less contact with family and friends, TIle entrepreneurs' new friends were more tilan likely other 
business associates, 
4.6 perceptions of the external environment 
In the course of the inten'iews, perceptions and attitudes towards the political , economic, or social em'ironment 
emerged and it was clcar that they had an effect on the motives of the respondents to become self-employed, 
TIle respondents' perceptions and attitudes towards tile external em'ironment also affected their business 
characteristics and strategic business focus, 
TIle South African em'ironment ,yas identified by all respondents as changing rapidlY, TIle extent of these 
changes on the indiyidual respondents was identified as being yelY different. The results show that there were 
dilTerences in perception and attitude between the 1\'0 groups of the external em'iromnent and its eITect on them, 
A majority of small business O\\l1erS remarked that for them. life would not change much. not e,en with these 
changes in the external em'ironment taking place, TIleir businesses were relatiyely stable. focused on a niche 
and tileY were not expected to change much O\'er time, On tile other hand. it ,yas evident that the entrepreneurs 
identified these changes as important. and the business may change o,er time to take adyantage of the changing 
em'ironment. TIle external em'ironment for the entrepreneurs was identified as uncertain and opportunity filled , 
Large business was identified by all as being significantly affected by the changes, Many of tile small business 
O\\l1ers remarked that if they had been working for somebody else. their Ii,es may haye changed a great deal, 
probably for the worse, TIle large business sector was identified as being unable to proyide a stable or secure 
future and so starting a small business was identified as a more predictable alternative than formal employment. 
Their inability to find adequate paid emplo)ment and their perception of a rapidly changing political and 
economic environment were important contributors affecting a minority of the entrepreneur, but a substantial 
number of small business mmers, to become self-employed, 
A distinction bel\veen the 1\\'0 groups was identified, The small business mmers reported starting businesses to 
acrue,e greater stability in their liYes, The entrepreneurs started small businesses to take ad,antage of the 
opportnnities that had been identified because of tlle changes in the external em-ironment, not because they 
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could achieve some form of stability by leaving their formal employment and starting a small business. These 
changes were therefore not necessarily identified as threatening, but as opening up opportunities . 
-83-
-',7 Strllctllred-Ohiectiye Rorschach Test (SORT) 
Analyses were made separately for the cntrepreneurs (16) and small business O\mers (15). Because of the size 
of the sample, no meaningful comparative analysis could be made by gender or race. Tables 7 and 8 present the 
objecti,·e scales of the Structured-Objecti\·e Rorschach Test for the two groups of respondents . The t-test ,,·as 
applied to this survey only to point to direction and relatiye magnitude of differences. 
Table 7. Mean and standard deviation ofll,e 25 SORT traits. 
Small Business Entrepreneurs Populationa 
Onuers 
N = 15 N = 16 N = 3020 
Trait M SD M SD M SD 
1. l1leoretical 51.066 9.456 53.022 3.403 50.88 10.182 
2. Practical 51.624 9.234 48 .706 5.489 50.95 10.036 
3. Pedantic 45.750 8.700 48.573 3.478 50.93 9.886 
4. Induction 49.887 8.757 54.613 6.148 50.96 7.843 
5. Deduction 50.227 7.975 52.532 6.728 51.00 6.841 
6. Rigidity 50.395 7. 150 52.655 7.485 51.77 10.071 
7. Structuring 50.815 9.340 49 .637 7.506 5l.l3 9.953 
8. Concentration 50.811 7.575 50.646 5.910 49.67 6.679 
9. Range 49.885 7.529 50.267 7.0 49.48 6.555 
10. Human Relations 54.017 8.748 52.973 11.569 5115 9.885 
II. Comentional 53.190 9.62 1 54.383 6.921 50.64 IOJ)90 
12. Indiyidualistic 44 .895 9.298 48 .203 7.234 50.86 10.722 
13. Persistence 50.395 7. 150 52.655 7.485 51.77 10.071 
14. Aggressiyeness 49.791 8.007 53.073 6.880 51.09 5.937 
15. Social Responsibility 51.320 8.623 53 .897 6.848 51.53 7.035 
16. CO-Qjleration 52.064 5.538 50.400 5.793 5l.81 6.728 
17. Tact 49.577 6.284 51.395 7.051 49.47 5.730 
18. Confidence 47.951 8.184 52.467 8.021 49.48 6.913 
19. Consistenc'· ofBeh 51.920 8.123 50.924 5.256 52.28 7084 
20. An.xiety 49.663 14.901 53.382 6.997 5117 10.078 
21. Moodiness 50.038 5035 47.941 5.076 49.93 4.660 
22. Activity Potential 45.162 11.294 55.182 11.960 51.57 10.052 
23. Impulsi veness 48.490 7.639 49.062 5.965 49.81 6.689 
24 . Flexibility 49 .895 9.567 53.350 7.736 50.38 6.507 
25 . Conformity 53.702 8.862 52.838 6.199 49.65 9.885 
a: Scores derived from the SORT. 
Population is being used here to denote the norms provided in Lou\\' (1975). 
. ~
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Table 8_ T-scores and differences ben"een the means of the groups . 
Entrepreneurs - Small Entrepreneurs -
Business Owners PODulation 
Trait Diff. t Diff. t 
I. Theoretical 1.258 0.499 2.142 0.841 
2. Practical (34) 1.256 (2244 ) 0.894 
3. Pedantic 2.088 0.888 (2.357) 0.953 
4. Induction 4.338 1.605 3.653 1.860-
5. Deduction 2.138 0.809 1532 0.893 
6. Rigidin' 2.321 0.882 0.885 0.351 
7. Structuring (I Al7) 0.467 ( 1493) 0.599 
8. Concentration (0.333) 0.137 0.976 0.583 
9. Range 0.35 0.134 0.787 0.479 
10. Human Relations (0.542) 0.146 1.823 0.735 
II . Conyentional 0.813 0.271 3.743 1.482 
12. 
13. 
14. 
15. 
16. 
17. 
18. 
19. 
20. 
11. 
22. 
23 . 
24. 
25. 
Indi, idualistic 2.95 0.99 (2657) 0.990 
Persistence 2.321 0.882 0.885 0.351 
Aggressi"eness 3.1 I. 159 1.983 1331 
Social Responsibility 2.379 0.854 2.367 1342 
Co-operation ( 1.646) 0.808 (14 1) 0.837 
Tact 1.942 0.807 1.925 1339 
Confidence 4.525 I.553 2.987 I. 722-
Consistency of Beh ( 1346) 0.551 (1356) 0.764 
Anxien' 1.613 0.390 2.212 0.877 
Moodiness (2079) l.l44 (1.989) 1.702-
Actiyity Potential 9.842 2.352 * 3.612 1.432 
Impulsi"eness 0.308 0.126 (0 748) 0.446 
Flexibility 3.208 1.03 2.97 1.819-
Conformity (1213) 0.444 3. 188 1.289 
Population is being used here to denote the norms proyided in Louw (1975). 
• Significance at the fiye per cent leyel ( P S; .05) 
** Significance at the one per cent leyel (P S; .01) 
Small Business 
Owners - POllulation 
Diff. t 
0.186 0.071 
0.674 0.260 
(5. I 8) 2.025-
(1.073) 0.528 
(0.773) 0.436 
(1.375) 0.528 
(0.315) 0.122 
l.l41 0.660 
0.405 0.239 
2.867 l.l21 
2.55 0.977 
(5965) 2.151-
(1375) 0.528 
(1299) 0.844 
(0.21) 0.115 
0.254 0.146 
0.107 0.072 
(1529) 0.854 
(0.36) 0.196 
(1507) 0.576 
0.108 0.090 
(6 A08) 2.461** 
(132) -0.762 
(0.485) 0.287 
4.052 1.584 
In comparing entrepreneurs and small business O\mers (refer to Table 8) the entrepreneurs scored significantly 
higher than the small business O\mers on the scale of 'Actiyity Potential'. Acti,ity potential implies the control 
of emotional energy, the ability to follow through on planned action and concentration of energy in a specific 
direction, as opposed to dissipation of energy in non-productive channels (Stone, 1958 cited in Louw, 1975 , p. 
9) 
Compared to the general population (Table 8), entrepreneurs were significantly higher on scales reflecting: 
an inductive tendency, which is the facility for logical thinking, bascd upon inferences from clements, the 
use of their accwnulative s,nthesis to derive principles and to come to conclusions or generalisations, and 
the ability to create a meaningful whole from details: 
confidence, which refers to ego-strength, self-confidence and persistence: a high score implies ti,e ability to 
" 'ithstand stresses and maintain self-confidence under adverse circwnstances; and 
flexibility, which indicates a general adaptability, ti,e ability to accept most situations and to handle them 
in a mature manner, and the ability to adjust rcadily from one sitnation to another. 
The entrepreneurs were lower than ti,e general population on scales reflecting moodiness. which rcfers to sharp 
fluctuations in mood, ranging from elation to depression. 
Compared to the general population, small business o"ners were significantly lower on scales reflecting: 
a pedantic tendency (which is a tendency to be perfectionistic and to concentrate on precise. sometimes 
trivial, details): 
indi,idualistic (which reflects the tendency to be indi,·idualistic. to perceiYe that which is unique. different. 
non-conforming, sometimes eyen eccentric): and 
acti,ity potential (which implics control of emotional energy, the ability to follow through on planned 
action and concentration of energy in a specific direction. as opposed to dissipation of energy in non-
producti,'c channels). 
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CHAPTER 5 DISCUSSION 
The small business entrepreneur jp this research study differed from the small business O\\11er and so did the 
firms that they created. In addition entrepreneurship emerged as not just a set of personality characteristics. 
Similar to the measurement of leadership potential, there were some enduring personality characteristics that 
were important or beneficial to the entrepreneurs, but there were other factors that had a significant impact on 
entrepreneurs and must be accounted for: factors such as the situational context in which entrepreneurship 
occurs as well as the competencies of the individual. 
5.1 Identifying small entrepreneurial businesses 
Given the importance of the entrepreneurial business and entrepreneurship to economic advancement (Carland 
et aI., 1984; Clark et al,. 1984: Schmitz, 1989) and the argument that not all businesses slarted are 
entrepreneurial (Carland el aL 1984: Drucker. 1985). there was a need in this study to distinguish between the 
entrepreneurial and non-entrepreneurial businesses. 11,e critical factor that was used to differentiate between 
entrepreneurial and non-entrepreneurial businesses in the research project was the inno\'ati\'e behaviour 
displayed by the business. This factor ofinno\'ation is central to Moore's (1986) process model which was used 
as a theoretical framework for this project. 
The results show a clear distinction between entrepreneurial and non-entrepreneurial businesses based on the 
innovative or adaptati"e beha,iour displaved by the business. The entrepreneurial businesses were more 
inno\'ative and identified inno\'ation as a proacti\'e technique to gain a competiti\'e advantage. The non-
entrepreneurial businesses were more adapti\'e. being reacti\'e to changes in the en\'iromnent and changing only 
when their survi\'al depended on it. 
The innontive behaviour of the entrepreneurial businesses, or the adaptative (non-inno\'ati\'e) behaviour 
displayed by the non-entrepreneurial businesses was found to be directly related to the o"ner-manager of that 
firm. It was the o"ner-managers who controlled, directed and monitored the progress of the business, and their 
behaviour determined whether the firm would be entrepreneurial or not. 
5.2 Characteristics of the indiyidual 
The characteristics of the individual were found to be the most important factors in determining whether the 
business would be entrepreneurial or not. Some of these factors were essential and pro, ide a better 
understanding of small business entrepreneurship. 
5_2.1 Al!e 
In terms of chronological age, entrepreneurs initiated their entrepreneurial careers at a variety of ages. The 
average age at which the entrepreneurs as well as the small business owners started their businesses was 31 
years. The research samples age was consistent with previous research on the age at which individuals start 
-87-
their o\m businesses, for example Cooper (1973) who found that the small business o\\ner or entrepreneur with 
some technical or managerial training typically starts a business when they are in their thirties . Past research 
indicates that male entrepreneurs tend to start their first significant venture in their early 30's, and female 
entrepreneurs tend to do so in their middle 30's (Cooper, 1981). It is then that they have the track record, 
experience and savings to make founding feasible, whilst having the energy level and willingness to take risks 
which are necessary (Cooper, 1981). An important difference that needs to be considered is that of 
entrepreneurial age (the age of the entrepreneur as reflected in the experience in the field of the feature or being 
self-employed) and chronological age (Hisrich, 1990). 
5.2.2 Gender 
The results indicate that females are just as likely to start new businesses as their male counterparts. TI,ere 
\\'ere howerer some differences in the motives of the female as opposed to the male respondents. Females were 
more inclined to start a business because of the negative experiences. or lack of potential advancement in 
previous organisations . Thev also reported a high need to aroid the status of dependent house\\ife or low level 
employee. Generally, the differences can be attributed to socialisation rather than intrinsic attributes and the 
literature points to the lack of objectivc evidence to support any bias towards women and emphasizes the need 
for small business support agencies to treat male and female entrepreneurs unifornlly (Watkins & Watkins, 
1984). This is discussed further in Section 5.2.-+. 
5.2.3 Marital status 
There were no significant differences in the marital status between entrepreneurs and small business o\\ners. 
Of those who were married. their spouse was identified as the major personal supporter. This result may 
indicate an ad\'antage for those married than for those who were single. Generally, when male small business 
O\mers started a business their spouse played a major role in the business and they were identified as the other 
partner. In all the cases, however. if the female small business O\mer or entrepreneur started a business. their 
spouse seldom plaved a direct role in the business furlctioning, but would rather playa more consultative or part 
time role while being employed else\vhere. 
5.204 Moth'ational factors 
TI,e results suggest that entrepreneurs and small business owners start their businesses for a variety of different 
reasons. There are some commonalities and some differences, and these are important for understanding the 
entrepreneur. The first thing that is common to both groups is that they had a large nmnber of responses and 
they were both \'ery similar in their range of motives that were expressed. There were both positive and 
negative motives expressed by both groups as well . Given this, it became clear that there were important 
differences between the entrepreneurs and small business owners. Potential entrepreneurs may be moved 
towards business o\\nership by many factors , including the nature of the organisation they work for. Some of 
the moti\'es expressed by the respondents were as follows. 
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Autonomy and independence 
Entrepreneurs were motiYated primarily by their need for independence, \lith all but one expressing this motive, 
while nine of the small business Dlmers also expressed this need. The expressed moti.ye for greater autonomy 
and independence related to fmancial as well as managerial independence. Besides the fmancial aspect, it is an 
autonomous attitude in which one is (relatiyely) free of the influence of the judgements, opinions or beliefs of 
others in the running of their business. The small business Dlmers were also more motiYated by their need for 
greater autonomy and independence but not to the same extent as the entrepreneurs. This need for independence 
has been extensiyely researched and has strong links \lith entrepreneurship (Burch, 1986; Bygrave, 1994; 
Collins & Moore, 1970; Cromie, 1987a; Goffee & Sease, 1983a: Hisrich & Brush, 1986; Mahadea, 1993; 
O'Connor, 1983; Stoner & Fry, 1982; Storey, 1982; Roberts & Wainer, 1971). 
Although business proprietorship was a means whereby the respondents had acllleved independence. the extent 
of independence (especially financial independence) depended largely on the availability of personal financial 
backing for the ,'enture as well as the profit leyel that the business was able to generate. With the need for 
fmancial and other professional senices and support, it was essential that outsiders were consulted. resulting in 
less independence and a loss of some control DI'er the business. The entrepreneurs may haye started the 
business in order to gain tills independence and control. but tlley seldom achie", the leyel of independence that 
they desired. They became dependent on other people. such as customers, supplicrs. as well as financial 
institutions. The majority of the entrepreneurs and small business Dlmers did howeyer report positiye rewards 
from O\ming and operating their O\ln business. It was felt that some degree of independence had been achieyed 
and the majority of small business Dlmers and entrepreneurs did not regret the decision to start out on their O\ln. 
Personal achievement 
Of the most positiYe motives expressed were the need for personal achieyemenL which was expressed by only 
two of the small business Dlmers. but bv eight entrepreneurs. The need for personal achieyement or an 
achie,'ement orientation has been \lide!y researched and has been found to be significantly related to 
entrepreneurship (Cromie, 1987b; Schwartz., 1976). It is further supported by the literature that has confirmed 
McClelland's thesis that the need to achieye is a key factor in successful entrepreneurship (Lachman, 1982; 
Ahmed, 1985; Cromie, 1987a: Hull et aI. , 1980). The results indicate that this was often related to the pursuit 
of an opportunity that had been identified in the emironment. It was seldom reported as a sole motiyator, but 
was identified concurrently with economic advancement or autonomy. One contradiction for tills result is that a 
high need for personal achievement fails to proye that people "ith a high need for achievement "ill necessarily 
choose to become entrepreneurs, rather than other occupations which might conceivably also attract those who 
have a high level of nAch (Sexton & Bowman, 1985). This need for achievement is coounon to many 
individuals and does not necessarily predict an entrepreneurial tendency (Sexton & BO\\1llan, 1985). 
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Greater economic potential 
The need to pursue an opportunity identified within the em·ironment and the need for greater economic potential 
were also reported as important motiYators for the entrepreneurs. Research has been conducted that supports 
the results that the entrepreneurs motives to pursue an opportunity identified in the em·ironment (Cromie, 1987: 
Murray, 1983; O'Connor, 1983; Rothery, 1977: Stoner & Fry, 1982: Storey, 1982) and the desire to make more 
money or greater economic potential is closely related to the entrepreneur and entrepreneurship (Cromie. 1987: 
Feldman, Koberg & Dean, 1991: Goffee & Scase. 1983a: Mahadea, 1993: Schwartz, 1976: Stoner & Fry, 
1982). 
Unsatisfactory work experiences 
A significant number of respondents, both entrepreneurs and small business o\\ners, claimed that they had 
started their businesses because of yarious unsatisfactory experiences associated with being employecs . TI,ese 
unsatisfacto,,· experiences led to a need for independence and enhanced self-control. Other research has 
supported the idea that job dissatisfaction in an incubator firm is an important stimulus for business founding 
(Brockhaus, 1980c, 1982a: Cromie, 1987a: Liles, 1974: Shapero, 1975 ; Shapero & Sokol, 1982: Siropolis, 
1977: Weinrauch, 1980). Being one's O\\n boss, free from the control or interference of an employer was an 
important motiYator. especially for the entrepreneurs. Shapero (1975) states that, amongst others. negatiye 
displacement were found to precipitate far more company fonnations than do positive possibilities. 
Female respondents. especially the female entrepreneurs. noted that an important factor was the wish to amid 
female subordination within the domestic or work situation. Proprietorship offered a preferablc alternatiye to 
either the dependent status of housewife or low status occupations. These women saw proprietorship as a 
means of attaining greater independence. self-reliance and freedom from their preyious positions. In a study by 
Goffee and Scase (I983a). women reported that their motiyes for starting their own businesses was because of 
various unsatisfacto,,· experiences associated w·ith being employees (e.g. low pay, discrimination). Business 
proprietorship according to Goffee and Scase (1983a) has traditionally offered a means whereby individual 
members of economically and socially deprived minority groups (including women) have 'escaped' from 
positions of subordination and achieyed a measure of self determination. In fact, Goffee and Scase (I983a) 
contend that an important factor for many women is the wish to avoid dependency in the domestic sphere or 
subordination within the working environment. More specifically, Goffe and Scase (I983a) states that 
proprietorship offers an opportunity to escape from employer and managerial-imposed control systems of the 
wor1:place. TIlerefore, the frustrations of paid work are according to Goffee and Scase (I983a) often seen to be 
directly related to male-dominated control structures that operate against the interest of women. 
Job insecurity & employment 
Reported job insecurity led to the need for greater independence and control over some respondents' lives, 
although it was clearly more important for the small business owners than for the entrepreneurs. This job 
insecurity in some instances stemmed from the rcspondent's perception of a unstable, and unpredictable business 
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environment. Because of this insecurity, proprietorship was an alternative that allowed them some control oyer 
their futures , In many cases, there was little real choice: and starting or taking oyer a small business was the 
last resort because of the inability of obtaining adequate paid emplo~ment in the labour market. These results., 
are supported by research that demonstrates that actual or threatened redundancy (Cooper, 1970; Cross, 1981 ; 
Storey; 1982), job insecurity, or the inability to fmd adequate paid emplo)ment (Goffee & Scase, 1983a: 
Mahadea, 1993) are strong motintors for self-emplo~·ment. The hardship associated with prolonged 
unemployment and the poor prospects of fmding suitable employment may leave the indiyidual with no 
alternative other than self-emplo~ment (Mahadea, 1993). Some of respondents' motives were responses to their 
inability to find emplo~ment, as well as the opportunity that presented itself at a particular time. 
To pursue other goals 
Sometimes the indi\-idual has no real choice because of their need to fulfill certain obligations (i.e. role of 
parent) and so self-emplo~ment was identified as the only alternative. This need for flexibilit} was reported as 
a major motivator for small business o\lners who saw the starting or taking over of a business as the only way 
in which they could fulfill their fmancial obligations, especially the support of family. This motive was more 
important for the small business O\mers than for the entrepreneurs. Cromie (1987a), Goffee and Scase (1983a) 
and Mahadea (1993) have however identified entrepreneurs as being motivated by the need for flexibility to 
deal \\-ith dual roles such as parent and provider. There were also other family needs that were motivators for 
some of the respondents move to self-emplo~ment, motives such as resistance to geographic mobility. 
There were multiple motives prompting the respondents into self-emplo~ment. It is also clear that although 
economic advancement was essential for the sun'iyal of these small businesses, it \I'as clearly not the dominant 
motivator for either the small business O\mers or the entrepreneurs but formed one part of tile motives that 
prompted the indi\-idual into this situation of self-emplo\ment. The motives leading to self-emplo\ment were 
based on a mixture of push and pull influences. The primary motive for the entrepreneurs appeared to be the 
desire for independence, a pull factor. The entrepreneurs appeared to be highly motivated by the need for 
personal achievement: frrstl\' to be a success personally , and secondly the desire to be financially successful, 
The small business o\\ners were significantly motivated by a need for security, which was a push factor. The 
negative aspects of emplo)ment, disruption of family life, or separation, and insecurity pushed many of the 
small business o\\ners into self-employment. 
Frustration with their emplo)ment situation and poor potential for advancement led many entrepreneurs and 
small business owners into self-employment, a position from which it would be easier to attain their goals. The 
need for greater job satisfaction was not always directly mentioned and the two groups rated almost equally on 
this motive. It was noted however, that a clear majority of the respondents did not regret making that decision 
to start their businesses and they reported an increased level of job satisfaction in their present position. 
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The evidence is supported by past research which suggests that the mati yes for starting a business are diYerse 
(Boswell, 1973: Collins & Moore. 1970: Mahadea. 1993; Stoner & Fry, 1982). All in all. regarding motiyes 
for starting a b~~iness, the literature reyeals that entrepreneurial driyes are complex and appear to fulfil a wide 
nriety of needs. Since the results indicate that entrepreneurs were motiyated by diYerse needs. small business 
agencies and fmancial institutions should recognise that monetary incentiYes may not be the most important 
areas for aspiring entrepreneurs (Mahadea, 1993). The results in support of autonomy, achiel'ement, and 
discontentment "ith jobs allows us to propose that non-economic motives compete strongly with economic 
motil'es as a basis for starting a business. 
5.2.5 Autonomy and independence 
Many of the mati yes (both positiYe and negatiye) expressed in the inten'iews concerned tIle need to be 
independent. TIle respondents, especially the entrepreneurs, reported a high lel'el of confidence in themselyes. 
and self-reliance in the day-to-day operation of their businesses. 
With a high leyel of self-confidence. tIle entrepreneurs took and held an unmistakable control oyer their 
businesses. Entrepreneurs indicated a preference for controlling all the decision making in the business and 
there was a strong desire to work independently without other partners, because it was argued tllat they would 
then be in a position to conduct the business exactly how they expected it to be conducted. The acceptancc of a 
partner was often because of the need for additional fmancial assistance and not necessarily for tIleir need as a 
partner. TIle entrepreneurs were willing and eager to employ competent indiliduals. but they expressed a clear 
need to retain control oYcr the business and strongly opposed any attempts by others to gain power OI'cr decision 
making in the business (this was also indicatcd in their reluctance to start franchise operations). They appeared 
yery autocratic in their dealings \\ith their staff to ensure that things were done the right way tIle first time. 
These results are supported by Burns and Dewhurst ( 1989) who characterises the entrepreneur as someone who 
" 'ishes to run his or her own show by a need to be in control at all times. TItis was also eyident in the 
consultation "ith family. friends and exlernal sources, where the entrepreneurs were more dominant and 
preferred to remain in control at all times . As the results indicate, the entrepreneurs would generally consult 
lIith others to reaffirm their decisions. and they found it extremely difficult to accept other opinions that were in 
conflict with their o"n. 
At times the decision to start an independent business by an entrepreneur rather than a franchise also stemmed 
from the need for managerial independence (i,e. a franchise was perceived to offer less independence than an 
independently run business). Many of the small business owners relied on their family to support in the 
operation of the business. and some had their spouse as the partner in the business. This need for and 
preference for independence was reported by the majority of the respondents. Kets de Vries (1977) describes 
this need for independence and control by identifying that entrepreneurs are seldom able to integrate their 
personal needs with those of an organisation; and to design their own organisation, to create and structure 
organisations entered around themselves, often becomes the only alternative (Kets de Vries, 1977). Kets de 
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Vries (1977) warns that the complete control and psychological inunersion by the entrepreneur ( a factor which 
may haye been a key ingredient for the initial success of the enterprise) can lead to serious dysfunctional 
deyelopments in the future in the case of continued gro\\th of the enterprise. 
5.2.6 Persistence and determination 
Entrepreneurs were highly persistent and determined indiyiduals and they were characterised by a high leyel of 
commitment to their businesses. TI,e entrepreneurs, while operating in what was considered an uncertain 
emironment, made it clear that they belieyed in what they were doing, and this belief was a dri,ing force that 
was reported to sustain them when 'things get tough'. This commitment to the business coupled with a high le,'e1 
of persistence and determination is related to the entrepreneurs' need for achievement. Entrepreneurs ,yere 
eager to get going (an action orientation) in order to achieye their goals. TIus level of comnutment ,yas noted 
by Mitton (1989) as an important characteristic of the entrepreneur. Once the entrepreneurs had identified an 
opportunity in the em'ironment and formulated goals (which were at times yague), they were quick to put their 
idea into action. Haying the determination and drive to create a tangible product or sen ice from a business idea 
,yas more important than the identification of the idea itself. This idea of the entrepreneur being characterised 
by persistence and determination has been supported in the literature (Tropman & Morningstar, 1989; Mitton, 
1989) 
TI,e majority of entrepreneurs considered themselyes to be logical and realistic. able to see where the 
opportunity existed but not identifying this as anything oyertly important They felt that anybod, ' could identify 
the opportunity. but what was important was their driYe to turn the idea into a reality. to create the end sen'ice 
or product of the business from the idea. Tropman and Morningstar (1989). in describing traits associated with 
tile entrepreneur. described lum or her as action oriented indi"iduals who can keep at tiungs despite setbacks. 
The entrepreneruial firm plays a central role in the life of the entrepreneur as it occupies the majority of the 
entrepreneurs ' time and requires constant attention to succeed. Entrepreneurs often fail to distinguish bel\yeen 
their personal and business liYes and the entrepreneurs were characterised by a high leyel of conllllitment to 
their businesses, \\ith personal responsibility being taken for the business's profitability and success. TI,ere was 
a positiYe self-perception by the entrepreneurs of their ability to cope with the sitnation at hand, but tllis high 
Jcy'el of commitment to their businesses was more often than not coupled with a high stress level. The 
entrepreneurs belie\'ed in their product or service, and together with their high level of self-confidence, it 
becanle a dri\ing force that motinted them druing good and bad times. These I\vo factors ( the belief that the 
new product or senice has merit. and their self-confidence) are what keeps the entrepreneur going despite 
hostility and criticism (Tropman & Morningstar, 1989). Swayne and Tucker in Welsch and Young (1982) 
emphasize the importance of a positive attitnde and self-confidence as components in the personalities of 
successful entrepreneurs. 
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Haying the driye and detennination to succeed was one of the most important factors of success for the 
entrepreneurs. The detemlination that was needed to turn their ideas into a reality meant that they had to be 
totally dedicated to their businesses •• ,sometimes at considerable cost to their relationships with friends and 
family . It was cautioned by many, that anybody ,yanting to follow the route of the entrepreneur must be 
prepared to make the necessary sacrifices, especially with regard to one's time. 
5.2.7 Risk taking 
Although self-employ lnent was generally held to be ris)..·y, the results of the interyiew's do indicate some strong 
differences in perceptions and attitudes towards risk taking. These differences reflect the respondents' self-
perceptions and their Dlotintions . 
n,e entrepreneurs demonstrated a willingness to take risks in dealing with what was considered by them to be 
an uncertain em·ironment. All the entrepreneurs identified that they had to take some fonn of risk in order to 
launch their businesses and they identified themselyes as willing to take risks to achie,'e their goals. The 
propensity of entrepreneurs to take greater risks has been documented in past research (i .e. Dickson & 
Giglierano, 1986: Bums & De,yhurst, 1989). This risk taking factor has been closely related to the 
entrepreneurs high need for achie,'ement (McClelland & Winter. 1967) as indiyiduals with a high need for 
achievement will be more likely to take greater risks to achieye their goals. 
While the entrepreneurs generally identified themselyes as risk takers (they were willing to take a risk in order 
to achieye their goals). they qualified themseh'es by stating that this did not imply that the\' were in any way 
impulsi,·e. nrrough careful e,'aluation and assessment of the situation as well as assessment of their potential 
for dealing with the risks taken. they would carefully enluate the ris)..·y situation in order to reduce or control 
factors affecting the risk. It is clear that researchers haye identified that entrepreneurs carefully eyaluate their 
risk situations in an attempt to minimize it, giyen a particular goal aspiration (Palmer. 1971). Bums and 
Dewhurst (1989) found that many entrepreneurs bear risk grudgingly and only after they haye made yalid 
attempts to get the capital sources and resource proyiders to bear the risk. 
Entrepreneurs appeared willing to deal with uncertainty, but any decision inyolving risk was carefully weighed 
with the infonnation on hand, with a clear attempt to reduce the chances of failure, by avoiding or minimizing 
the risks in any way that they could. They appear to take very careful, calculated risks, risks which varied 
according to their motive and their self perception. A positive perception of one's ability to deal "ith the 
siroation was also a strong motintor. This was noted by McClelland and Winter (1967) who identified self 
confidence as ha,ing a positive affect on the individuals' belief in their o,m ability to cope with the situation 
thus allowing them to take greater risks. n,e majority of small business owners on the other hand did not 
identify themselves as risk takers. although many of them had taken some fonn of risk when starting their 
businesses. Small business o\\ners appeared to start businesses in an industry or area with a low leyel of 
uncertainty or ambiguity or where there was a high level of support such as a franchise operation. 
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Although the characteristic of risk taking is often attributed to entrepreneurs, the Q\'erall eyidence in this 
research project and past research suggests that entrepreneurs are moderate risk-takers. Other researchers haye 
found that entrepreneurs do not significantly differ from managers (Brockhaus, 1980b: Sexton & Bowman, 
1985), or the general population (Brockhaus, 1987) in the amount of perceived risk they "ill bear. Swayne and 
Tucker (1973 cited in Welsch & Young, 1984) suggest that entrepreneur are actually risk-neutral to risk-
adYerse, while Burns and De,,'hurst (1989) found that many entrepreneurs bear risk grudgingly and only after 
they have made yalid attempts to get the capital sources and resource providers to bear the risk. n,is 
contradiction may be explained by viewing entrepreneurs as capable risk managers whose abilities define what 
others might yiew as high risk situations (Amit, Glosten & Muller, 1993). If they have a strong belief in their 
ability to achieve their goal, their perceived possibility of failure "ill be relatively low and therefore their 
perceived risk level will be low (Amit et aI. , 1993). It would appear that the measurement of risk-taking 
propensity is not an accurate way of identif,ing entTepreneurs, whose risk-taking propensity appears to vary 
"idely according to tlle situation (Brockhaus, 1987) as well as to their self perception and goal aspirations. It 
may be useful to assess the entrepreneurs techniques for assessing the situation rather than simply determining 
whether they were risk takers or not 
5.2.8 Tolerance of ambiguity and uncertaint\' 
The entrepreneurs' choice of business (i.e. starting a business "ith a new product or senice in an unfamiliar 
em'ironment) in many cases demonstrated their willingness to deal with uncertainty and ambiguity. Tropman 
and Morningstar (1989) reported that entrepreneurs are no less affected by ambiguous situations, but are 
capable of exploriug it and turning it to their Q\\n advantage. In the results it was found that entrepreneurs were 
\lilling to operate in ambiguous emironments but were not inmlune to its effects (i.e. increased stress 
experienced). The entrepreneurs' businesses were characterised by change. a change often brought about by 
changes within the emironment in which they operated. 
Knight, after Cantillon. re-emphasized the importance of judgement and commitment in the race of uncertainty 
as essential elements of entrepreneurship and in doing so emphasized the courage to bear uncertainty as an 
essential aspect of entrepreneurship (Long, 1983). The entrepreneur was described as the one who undertakes 
uncertain investments (Knight, 1921). Uncertainty, according to Knight, is identified with a situation where the 
probabilities of alternative outcomes cannot be determined either by a priori reasoning or by statistical inference 
(Casson, 1983). According to Knight (1921), uncertainty aversion, rather than risk aversion, is the major 
inhibitor of entrepreneurship. 
The entrepreneurs' choice of business therefore demonstrated a willingness to deal with and operate in an 
uncertain environment It was noted that most of the entrepreneurs on starting their businesses had to change or 
adapt to suite their customers needs and wants. Within these emironments they had to be self-confident and 
rely on their 0\\11 abilities to deal with the changes undertaken. This also indicates a willingness on the part of 
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the entrepreneurs to be flexible. 111is was in contrast with most of the small business mmers who had not 
changed their businesses or product/seryices much in the time that they had been operating. 
"-. 
5.2.9 Self-confidence of entrepreneurs 
Swa)ne and Tucker in Welsch and Young (1982) emphasize tl,e importance of a positi"e attitude and self-
confidence as components in the personalities of successful entrepreneurs. The entrepreneurs in this study 
reported a high le,'el of self-confidence. and self-reliance in the day to day running of their businesses. The 
entrepreneurs also scored significantly higher than the general population on self-confidence in the SORT. 
Confidence is defmed by Stone (1958 cited in Lou\\", 1975, p. 8) as "referring to ego-strength, self-confidence 
and persistence". It refers to inner feelings of personal worth. "ith a strong feeling of self-assurance. Scoring 
highly implies the ability to withstand stresses and to maintain self-confidence under adyerse conditions. 
Confidence in his or her own judgements is perhaps the most important characteristic of the entrepreneur 
according to Knight (1921). 11,e elasticity of supply of self-confident people is, in Knight's yiew. the single 
most important determinant of the le"el of profit and the number of entrepreneurs (Casson. 1983). A strong 
positiye attitude towards the new product or sen'ice prm'ided plus a high positive perception of their O\m 
abilities to cope with the situation at hand most often led to the dii,ing force that allowed the entrepreneur to 
take what appeared to be high risks concerning new products and sen'ices with confidence. 
In past research, this self-confidence. and a strong belief that the new product. sen'ice, idea, or approach that 
they were proposing has merit. was identified as keeping the entrepreneur going despite hostility and criticism 
(Tropman & Morningstar. 1989). Although it is clearly related to entrepreneurship, it must be accepted that it 
does not. on its m\TI. distinguish the entrepreneur from other groups (McClelland. 1987). 
5.2.10 Stress 
A problem tl1at was identified by entrepreneurs and small business mmers in starting and operating a business 
was the stress experienced. 11,e link between entrepreneurship and stress has been clearly docun1ented (Boyd 
& Gumpert, 1983). The respondents, especially entrepreneurs, were extremely time conscious and the 
extensive hours worked makes time important in the lives of the a, 'erage entrepreneur. The most persistent form 
of stress reported by the entrepreneurs resulted from the long hours at work away from friends and family. 
Their business and personal lives are interlinked, and there appeared to be very little of personal life that is not 
affected by the business. Many of the entrepreneurs reported loneliness and a loss of contact with significant 
others. Entrepreneurs often had a positive self-perception because of what they had managed to achieve, but 
they were unable to divorce themselves from their work or business concerns . 
It was found that as the small business owners progressed in their businesses, they found it easier to relax and 
easier to distinguish between their personal and business lives. Once the business has been operating for some 
time, stability and predictability became the norm with less stress involved. Concerns for business were present 
only if there was something important to deal \lith but otherwise they found it relatively easy to relax in leisure 
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time. With some of the relatiyely new small business o\\ners and tile majority of entrepreneurs. it appeared to 
be different in that they were constantly thinking about the business. This was understandable in the starting up 
phase for all proprielQrs, as well as for the entrepreneurs. Because tile entrepreneurial firms were irmoYati"e, 
and keyed on growth and deYelopment, the entrepreneurs had to be attenti"e to changes in the em'irorunent as 
well as perceive and take adYantages of opportunities. 
The entrepreneurs reported coping with stress by simply getting on and doing the job (persistence and 
determination) while believing that the stress \\ill eyentually disappear: or belie,ing that it was ineyitable and 
that notiling could be done about it. Stress was therefore identified as ineyitable and accepted as the nonn. 
Friends and family were the major support mechanisms. and through this support the respondents gained self-
confidence and a sense that what they were doing was right. Recreation activities tilat did not take much time or 
rely on tile corrunitment of others were also chosen. mainly because of a need for a flexible timetable. giyen the 
demanding situation of rurming 3 business. 
5.2.11 Activity notential 
Entrepreneurs scored significantly higher than the small business o\\ners on acti"ity potential on the SORT. 
The small business o\\ners also scored significantl,· lower than the general population on this scale. Activity 
potential was defined by Stone (1958 cited in Louw, 1975. p. 9) as " control of emotional energy. the ability to 
follow through on plarmed action and concentration of energy in a specific direction, as opposed to dissipation 
of energy in non-productive charmels". While it has not been directly assessed in previous research. it was 
closely related to other characteristics associated ,,,ith the entrepreneur and entrepreneurship. This high score 
for activity potential on the SORT is related to the persistence and detennination (Tropman & Morningstar. 
1989: Milton. 1989) and endurance (Low & MacMillan. 1988: Sexton & Bowman. 1985). of the entrepreneur 
in pursuing their goals. to their dealing with ambiguous or uncertain envirorunents (Knight. 1921 : Long. 1983). 
The results indicate that, although there was very little formal plarming in the entrepreneurial finns , the 
entrepreneurs had a ""ision" that they had identified and were guided by it in the taking of strategic business 
decisions. Once the entrepreneurs had identified an opportunity in the emironment and formulated goals (which 
were sometimes vague) they were quick to put the idea into action. Being able to concentrate their energy in a 
specific direction can be described as a characteristic of their persistence and detennination. 111is is especially 
important in ambiguous envirorunents, where the risk is that the individual will spend their time and energy on 
non-productive activities . A high activity potential is clearly an advantage in these ambiguous em;rorunents 
and would keep the person focused on their objectives despite ambiguity or uncertainty. The results for the 
small business o\\ners indicated that they would be more efficient in areas that were structured and 
unambiguous. The small business owners would therefore operate better in stable business envirorunents and so 
their choice of business, business formation and strategic business focus indicate this tendency. 
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5.2.12 Inducth'e tendency 
The entrepreneurs were found to be significantly more inductive than the general population on the SORT. TI,e 
inductive tendency was described by Stone (1958 cited in Louw. 1975. p. 5) as "the facility for logical thinking, " 
based on inferences from elements, the use of their accumulative s~ nthesis to derive principles and to come to 
conclusions or generalisations, and the ability to create a meaningful whole from details". TIus inductive 
tendency has been identified by Mitton (1989) who described the entrepreneur as an individual who see the total 
scene as well as its parts and understand how the parts affect each other and how they contribute to an 
understanding of the larger picture. nus inductive tendency is an adYantage in the identification of profitable 
business opportunities within the em·ironment. 
5.2.13 Flexibilih' 
The entrepreneurs scored significantly higher in flexibility than the general population on the SORT. A high 
le\'el of flexibility is described by Stone (1958 cited in L{)uw, 1975. p. 9) as "indicating a general adaptability, 
the ability to accept most situations and to handle them in a mature maImer, and the ability to adjust readily 
from one situation to another". nus is especially important in ambiguous or uncertain environments where 
change is imminent. thus requiring a flexible approach to changes in em'ironmental conditions. This is 
supported in the literature, in that entrepreneurs have been regarded as flexible, in that their businesses as well 
as themse"'es haye to adjust and change O\'er time (Tropman & Morningstar. 1989). 
5.2.H Moodiness 
The entrepreneurs scores significantly lower than the general popUlation on the SORT on moodiness. 
Moodiness has been described by Stone (1958 cited in Louw. 1975. p. 9) as referring to "sharp fluctuations in 
mood. ranging from elation to depression. The intensity and duration of each phase may y~' greatly". This 
was positiyely related to persistence and determination. in that a low leyel of mood swings allows entrepreneurs 
to be consistent in their driye towards tl,eir goals and implies an ability to withstand stressors and maintain self-
confidence. 
5.3 IodjYi#uaJ competencies 
These competencies are diyided into: the education of the respondents: and their experiences. prior to and 
during, tl,eir self-emplo~ lllent careers. 
5.3.1 Education 
The education of the entrepreneur has received significant research attention. Education was found to be 
important in the upbringing of the majority of entrepreneurs. While some research has pointed towards the idea 
that the entrepreneur was poorly educated (Jocabowitz & Vidler, 1982), the results of a large number of studies 
(Brockhaus. 1982b: Douglass. 1976; Gasse, 1982; Gomolka, 1977: Hornaday & Aboud, 1971; Lee-Gosselin & 
Grise', 1990: Sexton & Kent, 1981) concluded that entrepreneurs tend to be better educated than the general 
population. These results also indicated that on average the entrepreneur is slightly less educated than the 
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manager or executiye in an organisation (Brockhaus, 1982b: Sexton & Kent, 1981). This importance is 
reflected not only in the leyel of education obtailled but also in the fact that it continues to play a role as 
entrepreneurs try to cope with problems and to correct deficiencies iq business training (Hisrich, 1990). 
Although education was not identified by the respondents' as essential for the creation of a successful venture, it 
was identified as providing a good background, particularly when it is related to the field in which the venture 
was started. Douglass (1976) states that eyen though entrepreneurs haye more education than commonly 
belieyed, education apparently does not contribute directly to business success (i.e. business school graduates 
are not as successful as other college majors, and college graduates are not as successful as nongraduates). 
The majority (28) of respondents' had completed high school, with 10 respondents completing some form of 
tertiary education. There were no significant differences in the leyel of education between the small business 
o\\ner and the entrepreneurs. All the respondents were on a,'erage better educated than the general population. 
The type of education was in the majority of cases not directly applicable to the type of businesses created. 
There was one exception, that being an entrepreneur who on completion of her technicon diploma, started her 
business in the field in which she had receiyed her educated. TI,e perceptions by all the respondents was that 
their education was beneficial to them, and they could in JUost cases use or adapt what they had learnt to their 
busilless situation. Education was therefore identified as being beneficial, but not essential, to starting your 
o,\n business. This may have implications for attempts at educating small business O\mers and entrepreneurs, 
in that the relationship between the education undertaken and small business formation is weak at best. 
Upon starting their businesses. ti,e JUost common problem tl18t ,yas identified by the majority of respondents 
was their lack of skills in certain aspects of the management and business operation. The most important of 
these were accounting skills, followed by managerial skills . These skills became especially important and 
problematic as the businesses began to expand. There were two methods used to deal \\ith these problems. The 
first was to educate tl,emselYes by taking courses or other fonns of study. altilOugh tillS was of !inlited 
effectiveness as there were seyere time constraints on the indi,iduaL TI,e second method was to get 
professional support, firstly from family and friends who were knowledgeable in the area: or if tllat was not 
possible, from outside sources, although the costs of consulting outsiders was noted as a considerable and often 
unnecessary expense. The end goal of the respondents was to acquire the skills necessary to operate ti,e 
business without outside help or inteference. 
Watkins and Watkins (1984) found that almost nothing that had been studied in the education system by 
females per se was perceived as relevant to the choice of business . This result raises the questions for the 
training of entrepreneurs as a whole. In contrast, the process of education and professionalisation can for many 
members of the male sample be seen as a steady progression culminating eventually in the formation of a 
specific business venture well suited to that indi,idual's interest and skills (Watkins & Watkins, 1984). This 
difference between male and female respondents was not eyident in tllis research. 
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5.3.2 Relevance of experience to entrepreneurship 
The results sho,,' that the respondents had a wide range of experience prior to busincss fomlation. While it was 
clear that the majority of them had some experience within the field in which they began their businesses, others 
had other forms of experience, while some had none at aiL There were 10 entrepreneurs as opposed to six small 
business o\\ners who had some experience in the same or similar industry in which they had operated their 
businesses. There were relati\'ely more small business o\\ners who had experience in a different area of work. 
or were housewives who were without experience. 
The experience of the respondents (especially in an incubator organisation) was an important contributor to 
their positive or negatiye motiyations. Their experiences also prO\ided them with skills that they could use in 
their new occupations, e\'en if tJle actual business started was in another industry than that in which tJley had 
gained experience, 
For those respondents who had experience. it was seen as inYaluable. especially if it occurred \\ithin the 
industry in which the business was started. It was during these experiences that opportunities were identified, 
and a knowledge of the industry was a definite advantage. By gaining prior experience, a prospectiw O\mer is 
able to identify more readily opportunities and problems within an industry, as well as make helpful contacts 
\\ith future customers, suppliers, managers. competitors and trade associations (Weinrauch, 1980). There were 
more positi\'e motivations from respondents who had started businesses from industries in \\'hich they had 
experience than from those that had no experience in the industry in which they started their businesses . Many 
of tJle entrepreneurs. although frustrated with their present position. were moti\'ated by the identification of an 
opportunity within the emironment in which they \\'ere operating and by taking a chance by lea\ing the security 
of their prescnt position, The results indicate. in agreement with Cooper and Dunkelberg (1987) that the 
entrepreneurs more often than small business o\\ners seem to start new businesses in fields the)' already know. 
drawing upon technical and market knowledge acquired in incubator organisations, 
11lOse that did not have the required experience in tJle field reported that altllOugh not essential, any experience 
in the field would have been beneficial and many of tJlem learnt through trial and error. Respondents who 
started businesses outside their range of experience were often motivated by negative factors, TIlese 
respondents identified some opportunity \\ithin the emironment and chose to pursue that rather than staying in 
their present location. Brockhaus (l980c) and Shapero and Sokol (1982) reviewed several attitudes tJlat 
indicated that entrepreneurs were dissatisfied in their most recent pre,ious job, Negative displacement IS 
identified as a major moti\'ating factor (Shapero & Sokol, 1982; Cooper & Dunkelberg, 1986), 
Other small business owners who had inherited businesses from family did not, in their own perception have 
any choice, Some small business o\mers were forced into their current self-employment position by negative 
displacement (i.e. retrenchment), or e\'en a threatening or uncertain future in their employment position, In 
reality, these individuals have had no choice in their move to self-employment. 
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Research by Stoner and Fry (1982) found that entrepreneurs whose current operations were in work areas 
different from their previous work experience seemed to do so because of dissatisfaction ,,-ith the actual work at 
the previous job: dule entrepreneurs whose current businesses were in work areas similar to thei.-Jlrevious job 
experience did not express dissatisfaction with the pre,ious job and were basically motinted to start a business 
because of the perceived opportunity anilable through entrepreneurship. They continue by stating that those in 
the similar group to their previous jobs possessed specific skills in the chosen field, had an understanding of the 
basic em-ironment and constructs of the work, and a previously developed positive attitude towards tile work. 
Studies of spin-off rates from established organisations show that internal factors influence spin-off rates, with 
internal problems being associated "ith high rates of spin-off and placid times being associated "ith low rates 
(Cooper, 1973)_ Thus, tile extent to which tile strategic and operating decisions of the established fum satis!)· 
or frustrate its employees influences whether spin-offs ,,-ill occur (Cooper, 1981)_ 
The majority of entrepreneurs moved into self-emplo,ment on their o"n initiative, and they left what were in 
lllany instances considered to be relatively stable positions_ On tile other hand, the small business o"ners were 
characterised by a lower le,-el of experience in the chosen field coupled "ith lower previous job secmity or job 
satisfaction. 
Starting a business part time 
While the majority of the respondents had started their businesses on a full time basis, it became increasingly 
clear tilat there were distinct advantages to starting a business on a part-time basis_ Those who had done this 
reported positive results. TIley firstly did not have to commit ,-ast sums of money on the potential business, thus 
effectively opening up the potential for small business development for those who do not have the finances to 
start a full scale business_ TIley could tryout different ideas_ adapt ideas and generalh- experiment "ithout 
having tileir entire life savings on tile line. Adapting and changing the product-sen-ice ,,-as the norm and was an 
easy task in a part-time business . This ,,·as reported bY one of the small business o"ners (he had done it 
because of the insecurity of Ius job, and he felt tilat it would be safer and better for him and his family to have 
something to fall back on) and tirree entrepreneurs (who had identified an opportunity and pursued it without 
committing themselves, in order to see if it has the potential they believe it to havel_ 
5.4 Perception of the external environment 
The entrepreneurs and small business owners acknowledged the turbulence of the external emironment in which 
they were operating as well as the inability of the formal sector to provide adequate employment to new entrants 
into the labour market. Small businesses were identified by all the respondents as a method to improve or help 
solve the problems, such as job creation. But it was clear from their perceptions of the small business and the 
small business environment that success in operating a small business was identified as the responsibility of the 
individual, and could not depend on state interventions or support programs. In fact, according to the majority 
of respondents, the less interference the better. It was up to the individual, no matter what the external 
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envirorunent, to start and operate a small business, whether it be an entrepreneurial or non-entrepreneurial finn. 
Cannon (1991) supports this fmding by arguing that it is the indiyidual more than the external enyirorunent \yho 
pla\OS, an important role in the competitive success of an individual firnl. TI,e respondents also warned that, 
despite the potentially greater job satisfaction and econonllc adyancement that may result from forming and 
running your own business, there are a nUlllber of personal costs and risks that must be taken into consideration 
before the decision is taken to start the small business. 
This perception of the emirorunent \\'as a crucial aspect towards understanding the moth'es and behaviours of 
the entrepreneur, as \yell as distinguishing between the entrepreneurs and the small business mmers. Two 
aspects were found to be important: the first of these was the respondents' perception of the emirorunent prior to 
business formation and hence its consequent effects on the individual during business formation: and the second 
was their current perspectiYe of the em'ironment in which they operated which affected their strategic business 
focus . 
In reviewing their motives for business fonnation, it was eyident that their perceptions of tile changes and 
deyelopments in the external enyirorunent were crucial factors influencing the respondents' behaviour. It 
became clear throughout tile interyiews that the majority of small business owners perceiyed tile external 
em'ironment, especially the changes that were taking place, as threats to themselves and their previous positions 
in organisations, tims motiYating them to moYe into self-emplo) ment where as one respondent put it " I am the 
last person that is retrenched in this business" . The formal large business sector was perceived by the majority 
of small business o\mers as being unable to provide them adequate emplo)ment with a secure future. TI,is 
result has been supported by Mahadea (1993) and Cromie (1987a) who identified the motiYes of small business 
omlers as relating to job insecurity. This reportedly caused them to move into what was for them considered a 
more secure position. The businesses that the small business mmers created were risk ayerse, in that the 
emphasis was on stability ratiler than on gro\\th and deyelopment. 
A significant percentage of the entrepreneurs indicated a positiye perception and attitude towards changes in the 
e",ironment. The changes that " 'ere taking place were seen to open up opportunities rather than being 
threatening. They indicated that South Africa was "full of opportunities for those tilat were willing to give it a 
go". To give it a go, meant to leave the security of your position and make a stand on your o\m, to start 
something that you "really believed in". This was a fundamental distinction between the two groups and its 
effects are extensive (i.e. its effects on the entrepreneurs motives and tileir strategic business practices). This 
perception was evident in their operation of their businesses in that they identified opportunities and changed or 
adapted the business to better suite those external environmental characteristics. This is also consistent with 
Filley and AJdag's (1978) description of entrepreneurs who started promotion businesses which were informally 
organised to exploit some opportunity and were characterised by a high groy,1h rate. 
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5.5 Business characteristics 
Since the majority of respondents were li,·ing and working in the city's urban area before they started their 
businesses, they were more inclined to start their businesses in the same geographic area. Only fiye out of the 
32 respondents actually moyed into the urban area inunediately prior to starting their businesses. Cooper and 
Dunkelberg (1987) suggest that indiyiduals usually start new businesses where they are already living and 
working and regional small business deyelopment was found to be substantially dependent upon the pool of 
potential entrepreneurs already employed in regional incubator organisations. 
5.5.1 The business structure 
All the businesses in the sample had what could be described as a simple finn structure, as defmed by Miller 
(1984). This was a characteristic requirement of the sampling to ensure compatibility between the clifferent 
respondents in the sample. There were howe,·er some differences in the structure of the businesses. concerning 
partners and employees. The small business mmers were more likely to have a partner than the entrepreneurs 
and their partners were most likely to be their spouse. 
The small business owners were more inclined to start a family business, where other members of the family 
were involyed and contributed towards the operation of the business. On the other hand. the entrepreneurs were 
more likely to start a business that was independent of the family, meaning that there was no direct influence by 
other family members. Burns and Dewhurst (1989) found that a characteristic of incliyiduals that wish to run 
their own show is a need to be in controL Kets de Vries (1985) also ident~· a strong need of the entrepreneur 
as being the need for control which is a desire to let no one else haye any authority. This may be reflected in the 
entrepreneurs need for autonomy and independence from other family members as well as other partners. 
The entrepreneurs had on ayerage more employees: the small business OW11ers had on average four employees, 
while the entrepreneurs had on ayerage six employees. eyen thought they had not been operating for as long a 
period as the small business OW11ers . (At the time of conducting the research, the average length in operation of 
the businesses was five years for entrepreneurs and seven years for the small business oW11ers) The small 
businesses OW11ers had an ayerage of four employees, and they reported that they had little or no intention of 
growing to any great extent. This was significant in that the entrepreneurs would therefore in the near future 
probably contribute more towards job creation than the average small business owner. 
5.5.2 The strategic business focus 
The entrepreneurs were notably clifferent in their business orientation compared to the small business owners. 
The entrepreneurs differed in their propensity to have an innovative and growth oriented business as opposed to 
the small business owners who had a more stable (not growth oriented) and conservative (not innovative) 
strategic business focus . 
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Small business o\\ners were more inclined to start a business in an industry or arca that has been identified by 
themselyes as more stable and predictable. Their expressed need for security was identified as an important 
factor affecting their business choiceJi.e. starting a franchise operation rather than an independent business). 
TIle businesses started by small business miners were not innoyatiYe and they were not gro\\th oriented, with 
the majority of small business miners aiming to make an adequate or comfortable liying from their businesses . 
Gro"1h orientation 
The majority of the small business miners aimed to establish a business that would proyide them and their 
families with an adequate liying, while many of the entrepreneurs expresses a desire to grow and deyelop their 
businesses, in order to increase the chances of suniYal, and to achie\'e their personal goals. EYen though there 
\\'as very little eyidence of long term strategic pi arming, it was clear that the majority of entrepreneurs had some 
aspiration or 'yision' that (hey were \\"Orking towards (i .e. they were also rcinyesting their profits into the 
business and drawing the mininlUm amount for themseh'es to liye on). Small business o\\ners were more likely 
to take profits from the business for their family needs and family needs were identified as being more important 
than those of the business. 
This gro\\th-oriented business has been used to characterise the entrepreneur, and is considered by some to be a 
central feature of entrepreneurial acti\'ity (Tropman & Morningstar, J 989: Dunkelberg & Cooper. 1982). This 
perspectiYe is disputed by Vesper (J 980) who points out that many business mIners ne,er intend for their 
businesses to grow beyond a certain size e, 'en though those businesses may be considered entrepreneurial. 
Carland et al. (1984) argue that it is essential to go beyond the notion of gro\\th and gro\\1h stages to concciye 
of an entrepreneurial yenture. TIlls possible contradiction may be explained by ' the follm\ing . Four of the 
entrepreneurs started businesses tilat they themselyes considered to be small businesses which were not 
expected to grow to any extent (this \\'as because their focus and target market were relatiyely small and gro\\1h 
would be impractical and possibly suicidal). All of them had. howeyer. identified otiler opportunities (eitilCr 
related to the first business or totally new) in the emirorunent and in a similar fashion to their first businesses 
they were pi arming to start or had recently started another business. They were still controlling the first 
business, but slmdy they were giying more and more responsibility to managers around them. allowing 
tllemselves to spend more time on the new business. It was therefore not the business that was gro\\1h oriented. 
but the entrepreneur. 
Risk taking 
There were a yariety of risks identified by tile respondents in starting a business. and while the financial risks 
were easily identified there were reports of other significant risk types, such as the risk of lea\ing a secure 
position because of the difficulty of re-entry: family or social risks; and risks to status. All the respondents 
could identif'y risks that they had to take in order to start their businesses and so to differentiate between 
entrepreneurs and nonentrepreneurs on the risk that was taken was not possible. Respondents recognised that 
any venture was risk)'. Any small business venture was identified as somewhat risk·y. TIlls perception is 
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supported by Schumpeter (cited in Carland et aI., 1984) who identified risk as being inherent in ownership 
rather than entrepreneurship, There w'ere howeyer, differences in the perception and attitudes of the 
respondents' towards the risk and these are discussed in Section 5,2,7, 
lnnoyation 
All the entrepreneurs used innm'atiye strategic practices in their businesses and these results are widely 
supported in the literature (Drucker, 1985: Glueck, 1980: Kirzner, 1973: Miller & Friesen, 1982: Schumpeter. 
1934; Van Daalen & Van Niekerk. 1990), All businesses begin with an idea, and the ideas behind the 
entrepreneurs' businesses were either aimed at creating something different, thereby ayoiding any direct 
competition, or to put one's business in a position w'here it could be more competitiYe, Each of the 
entrepreneurs used one or more of the fhe types of innm'ation, as identified by Schwnpeter (1934), The 
entrepreneur's function, according to Schwnpeter, is to innoYate, or to "carry out new combinations" (Casson, 
1983), Schunlpeter stressed that entrepreneurial innoyation necessarily included not just inyention or 
technological improyements but encompassed all the acti\ities necessary to make innoyation conWlercially 
yiable (Hornaday, 1992), Some of the entrepreneurial businesses were more innoyatiYe than others, but each of 
them was innoYatiye in at least one of the fhe ways identified by Schunlpeter (1934), lbis innoYatiYe 
beha\iour was one of the most inlportant difference between the two types of businesses created and was used 
to distinguish ben\een entrepreneurial and non-entrepreneurial businesses, 
The research results are also supported b,' Glueck (1980) who distinguished ben\'een entrepreneurial \entures 
and what he termed family business Yentures, by focusing on strategic practices, An entrepreneurial orientation 
suggests that an organisation must constantly seek to exploit the d~namics of its emironment. Similarly. 
Kirzner (1973 ) identified the entrepreneur bY identifying market arbitrage opportunities as the fundamental 
function ofthe entrepreneur (Long. 1983), His explanation of entrepreneurial actiyity was. howe\'er. limited to 
, 'enture ideation: once awareness of an opportunity has been attained, the task becomes one for a professional 
manager. Miller and Friesen (1982) described entrepreneurial £imls (similar to the small business 
entrepreneurs) as those that identn:-' innm'ation as a natural state of affairs, TI,ese £imls de\elop a competitive 
strategy aimed at making dramatic innoyations as a matter of routine and take concomitant risks, The 
consen'atiYe firm (similar to the small business O\mers) innovates only when challenged (Miller & Friesen, 
1982), The model predicts that innm'ation will not take place in consen'ative firms unless : (a) there are serious 
challenges, threats, or instabilities in them; (b) there is information about these challenges brought to key 
decision makers by effective scanning and control systems and, (c) structural, technocratic. and fmancial 
resources are adequate for inno\ation (Miller & Friesen, 1982), 
These results are also consistent with the organisational typology of Filley and Aldag (1978 cited in Chell et aI. , 
1991), The small business owners in this study correlate with Filley and Aldag's (1978) craftsmen, and the 
entrepreneurs were similar to thcir promotion frrms, Filley and Aldag (1978) found that craftmen were 
nonadaptive, inclined to avoid risk, and concentrated on making a comfortable living (cited in Chell et a1.. 
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1991). Their fIrms were stable and not growth oriented. Promotion fmns were organised informally to exploit 
some type of unique competitiye adyantage. They were centrally controlled and were often short liyed and 
transitional in nature. They were smaller in size and had high rates of growth. 
- , 
5.6 Sociological factors important to the entrepreneurs 
There " ere two sociological factors that were found to be significant. These were the personal and professional 
nen"orks of the indiyidual: and the effect of role models on their motiYes and career development. 
5.6.1 Personal and professional networks 
TI,e entrepreneurs appeared to haye a more extensi,e business nen,'ork and a smaller social nenmrk than the 
small business O\\ners. The small business owners on the other hand, had a more eyen balance ben"een 
business and social nen,ork. Small business O\\l1ers reported that they preferred to go to family and friends for 
their support. while entrepreneurs consulted a wider range of people (both family. friends and external 
professionals or business persons). 
TI,e entrepreneurs reported that they had a \\ide range of informal business associates. indicating a weak yet 
extensiye nen,ork. These contacts proyide confidence. support. adyice. and infomlation in the ne" \'enture. 
This is supported by Aldrich et al. (1987) who stated that successful entrepreneurs were found to ha\'e large 
nen,orks of casual acquaintances. This nen,mk created by entrepreneurs was made up of primarily business 
associates. and was reportedly benefIcial in the operation and promotion of the business. The entrepreneurs 
reported that their circle of social friends had in fact reduced in that they had lost contact \\ith many of their old 
friends since they had started the business. This was a common problem. and was a result of the time 
constraints and conmutment required by their businesses. 
TIle entrepreneurs' social support nen\'ork had in fact been reduced to a few ke,' indiyiduals while their 
professional social nenyork had expanded and grO\\l1. Their social support nenyork proyided moral support 
when times were difficult and the professional nenmrk was used to gain contacts. to receiYe ad\'ice and 
guidance and to promote the business. Results indicate that the long hours. the necessary dedication and 
conunitment to the business, and the loneliness had a significant impact on the entrepreneurs. Friends and 
fantily prO\ide understanding, encouragement and physical support during these times. These people who 
supply moral support help the individual entrepreneur and small business owner to persist when times are tough. 
Another important supportiye group was other small business owners. These external members served to 
proyide a supportive enviromnent during the launch and development of the business. 
The small business O\\ners were sintilar to the entrepreneurs in their social networks, but they tended to include 
the fantily and close friends to a greater extent in work matters than did the entrepreneurs. This would indicate 
a greater social network, and in fact they reported consulting with friends or family prior to consultation with 
outside contacts. The personal savings of the respondents were seldom enough to avoid the need for financial 
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assistance frolll outside sources. Consequently, the majority of entrepreneurs approached either financial 
institutions and small business organisations (i .e. Small Business Deyelopment Corporation). or used personal 
sayings, friends or family contacts for financial assistance. The majority of small business o"ners reported a 
" 
preference to approach the informal sources of financial support such as personal sayings, family, friends or 
acquaintances for financial assistance. TIle same went for managerial or other professional services, where 
small business O\mers would reportedly consult informally. such as family, friends and business associates, 
while more of the entrepreneurs approached formal organisations for this support. It was apparent that both 
groups consulted ,yith family and friends on business matters, but the entrepreneurs reported a greater le"el of 
consultation with outside professional bodies. 
Birley (1985) indicated that entrepreneurs haye been found to use the help a\"ailable " 'ithin their local networks 
during the period prior to start-up and approach formal sources when the elements of the finn are set. This was 
e"ident in the entrepreneurial group as well as in the small business o"ners, but as it was stated, there was a 
difference in the extent of consultation of professional bodies by entrepreneurs as opposed to small business 
Q\\ners. 
5.6.2 Role models 
Within both groups of entrepreneurs and small business O\mers. there were reports of positiye effects of role 
models (other self employed indiyiduals) in influencing the indiyidual to start or purchase a business. There 
,,·ere. howeyer. no distinguishable differences in the influences of role models bet,Yeen the two groups. The 
presence or identification with role models, both at an early age and later on in the respondent 's career was an 
important factor influencing small business o"ners and entrepreneur to start a business. The prescnce of role 
models and Oleir influence on Ole potential for an indi,idual to decide to go into self-emplo,ment is widely 
documented. Hisrich (1990) noted that se,'eral entrepreneurs haye informally mentioned that one of the most 
important facts to influence them in their career choice are role models. 
TIlese role models proyided a positiye image of self-emplo,ment to the respondents . They consisted of family, 
friends and indiyiduals associated with them in their work situation. This is supported by Shap~ro (1975) and 
Bygraye (1994) who identif)' the credibility of the act of starting a company as depending. in part. upon whether 
the founder knows of others who have taken this step. A body of research suggests that entrepreneurs are more 
likely to come from families in which a parent owned a business (Roberts & Wainer, 1971 ; Cooper & 
Dirnkelberg, 1987). The role-models showed the respondents a way of life "ith which they could identify, a 
result supported by research conducted by Cooper and Dirnkelberg (1987). 
In some instances the indi,idual respondents preferred to go into self-employment simply because it offered a 
life that they were familiar with. especially when the family owns a business and the sons or daughters (more 
often the sons) take over the business from the father. Entrepreneurial fathers are more likely to produce 
entrepreneurial sons. both because of exposure in the home to a business-oriented atmosphere and because of 
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the goal orientation that may be instiIled in a son by an entrepreneurial father (Roberts & Wainer, 1971). In 
past research, it was established tl,at it does not even seem to make much difference whetllcr the relative was 
successful; the act of O\ming a business creates a credible example (Sus bauer, 1972 cited in Cooper & 
Dlll1kelberg, 1987). Simple familiarity with a business em-rrol1lllent increases tile probability that an offspring 
will become an entrepreneur (Roberts & Wainer, 1971). 
These role models often provide more than a positive image to tile potential small business owner or 
entrepreneur: they offer encouragement and advice on business matters as well as oppommities within the 
environment. They offer tile potential small business O\mer experience in the mechanics of business operation 
b,' haying the potential small business owner helping them out, or having them work part time or even full time. 
This was reported to be a very strong motintor as well as a good support mechanism in tile initial stage of 
business fonnation. As Hisrich (1990) notes. role models can also serye in a supportive capacity as mentors 
during and after the launch of the new venture. 
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CHAPTER 6 CONCLUSION 
The results indicate. in agreement with Carland et aJ. (1984), that although there is a considerable overlap 
'--
between small business o\\ners and small business entrepreneurs the two are not one and the same. The results 
correspond with Drucker (1985) who states that not e"ery indiyidual who establishes a small business is an 
entrepreneur, and not eyery business created is entrepreneurial. l1us research clearly showed. in agreement 
,yith Gartner (1985), that small business entrepreneurship is a holistic and multidimensional process, thereby 
making it necessary to take into account yanables that affect the process (emiromnental and sociological 
yanables, the organisational structure and strategy, as well as the characteristics and competencies of the 
O\mer-manager). 
Despite the lack of agreement in the literature concerning the stages of the entrepreneurial process, Moore's 
(1986) process model proyided a useful framework from which to inyestigate the small business entrepreneur. 
Using this modeL the key stages of the process as well as the factors affecting tlus process were clearly 
identified and im·estigated. 
The research made the initial differentiation between entrepreneurial and non-entrepreneurial businesses based 
on the leyel of innoyation manifested within the business. Innoyation was chosen because of the strong 
historical link between innoyation and entrepreneurship (i.e. Hornaday. 1992: Schumpeter. 1934). This 
innoyation factor has been identified as the most important differentiating factor between entrepreneurial and 
non-entrepreneurial businesses (Glueck, 1980: Tropman & Morningstar. 1989) . 11,e research subsequently 
found. in agreement \\ith Dnnkelberg and Cooper (1982). that the entrepreneurial businesses ,yere not only 
more innoY8tiYe than their non-entrepreneurial counterparts. but they were also more gro\\th oriented. 11,e two 
factors that differentiated between the entrepreneurial and non-entrepreneurial businesses was : innoyation: and 
gro\\th. 
In support of Miller (1983). the research indicated that the indiyidual that controls, directs and monitors the 
small business was the key factor in determining whether the small business would be entrepreneurial 
(innoyative and grO\\tb oriented) or not. Researching the individual O\\TIer-manager of the business is therefore 
critical to researching small business entrepreneurship. Similarly, Miller (1983) found that the critical factor 
determining entrepreneurship in simple firms were the personality characteristics of the leader. In this research, 
it was the small business entrepreneurs' perceptions, attitudes and psychological characteristics that 
differentiated them from the small business owners. 
Simply focusing on the indi,~dual's personality characteristics was, however, identified as insufficient and other 
factors as identified in Moore's (1986) process model were important to the understanding of the entrepreneurial 
process. The behaviour of the individual owner-managers was influenced by their perception and attitude 
towards factors in the external em~onment; and these factors in tum have an impact on the beha,ionr of the 
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mmer-manager, and therefore on the business. While the focus of the research was on the individual, factors 
external to that individual were also investigated. 
6.1 The profile oftbe small business entrenreneur 
The profile of the small business entrepreneurs that emerged in this research study indicated that the following 
perceptions, attitudes, and characteristics were significant in distinguishing them from the small business 
m\ners. 
The small business entrepreneurs and small business mmers acknowledged, in agreement with Maas (1993), 
the turbulence of the external em·ironment in which they were operating as well as the inability of the fonnal 
sector to provide adequate employment to new entrants into the labour market. The small business 
entrepreneurs had a positiye perception of the external emironment and willingly took on and managed change 
and uncertainty. They identified the changing emironment as one that provides or opens up business 
opportunities (opportunities to be taken adyantage of and exploited). Small business o",ners by contrast had a 
more negative or conserntive perception of the external em'ironment and they often identified changes taking 
place as intimidating and threatening. The small business entrepreneurs were reportedly not threatened by 
change. but rather regarded it as a natural process. The small business owners adjusted to accommodate the 
changes (they were adaptive) only when threatened, while the small business entrepreneurs identified a 
proactiYe innovatiye strategic business approach as nonnal. 
All the respondents acknowledged the adyantages of an education although it was clear that few of the 
respondents had been educated in the field in which they had started their businesses . Education was identified 
as beneficial, but not a necessity. Similarly to the education, the experience of the respondents prior to starting 
their businesses was identified as advantageous, but clearly not a necessity. Whether the experience gained in 
incubator organisations was positive or negative did have an influence On the motives of the respondents: the 
more positive the prior experience the more likely the person would start a business in a similar industry; while 
negative experience or job dissatisfaction often lead to the creation of a business in a different area than that of 
the incubator organisation. 
The small business entrepreneurs had a greater professional network than the small business owners, consisting 
of a wide range of work related contacts. The small business entrepreneurs personal or support networks 
(friends and family) were reportedly smaller than the small business o"ners. Small business owners reported 
that friends and family were approached more often and always before external business contacts, while small 
business entrepreneurs approached family, friends and external sources for support. All the respondents 
identified these networks as important and necessary for their own good and for the prosperity of the business. 
All the respondents were also positively influenced to a large extent by role models in the environment, who 
motivated and guided them in their business initiatives. 
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11,e majority of respondents started businesses in the same geographic area in which they w·ere pre,·iously living 
or working (a result that has implications for regional entrepreneurial stimulation and development). The small 
business entrepreneurs businesses were characterised by less family involvement and they were more likely to 
"-. 
have no or fewer partners than other small business owner. This was related to their expressed need for greater 
autonomy as well as control over all aspects of the business. The small business entrepreneurs strategic 
business focus was different from small business O\mers in that they focused on innovative practices 
(emphasizing change and adaptation) and their businesses were keyed on grow1h as a factor of success . On the 
other hand, the small business O\mers strategic business focus was on stability (emphasizing predictability) and 
their businesses were aimed at supplying an adequate living for themseh·es and their family, not on growth. 
The following descriptive psychological characteristics of the individual O\mer-managers were identified: 
all the respondents had a diverse set of motives (both positive and negati,·e) that propelled them to seJf-
employment. For the small business entrepreneurs the most important motives were their need for greater 
autonomy and independence coupled with a need for personal advancement and/or greater economic 
potential. For the small business O\mers the most important moti,·es were a need for greater job security 
and/or employment, and a need for greater autonomy and independence. 
Both groups of respondents showed a high level of determination and persistence. 
Both groups took risks, but the small business entrepreneurs reported w·illingness to take risks to achieve 
their objectives ,vhile the small business O\mers were more inclined to move into stable and predictable 
en\irorunents. 
The small business entrepreneurs. unlike the small business OW11ers. welcomed and managed uncertain 
and ambiguous enyironll1ents. 
All the respondents displayed a high need for control over the businesses that they created. 
11,e small business entrepreneurs scored significantly higher on activity potential than ti,e small business 
OV.llers . 
11le small business entrepreneurs scored significantly higher than the general population on their inductive 
tendencies. their self-confidence and level of flexibility . 
The small business entrepreneurs scored significantly lower than the general population on moodiness 
(which refers to sharp fluctuations in mood, ranging from elation to depression). 
All the respondents reported experiencing stress during the operation of their businesses although it was 
reportedly more prevalent with entrepreneurs than small business O\\11ers. 
There were three important factors that influenced the respondents and determined the level of entrepreneurial 
behaviour displayed by the firm. The first factor was the individuals' ability to direct the functioning of the 
business in order to follow their own goals and aspirations. If there were too many partners, or if there was a 
large amount of family involvement, then the power in the business was not centralized with the entrepreneur, 
resulting in negotiated settlements concerning strategic behaviour. Centralized power was therefore essential 
for the owner-manager to start and operate an entrepreneurial business. The second factor was the indi,idual's 
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knowledge and perception of the external em·ironment. There was a need to be able to perceive and act on 
positive and viable business opportunities, and this requires knowledge about the envirorunent and acceptance 
• of changes that were taking place. The third factor consisted of the personality characteristic of the small 
-, 
business entrepreneurs, which included their motives. TI,e entrepreneur needs the motivation and drive to 
achieve. TI,ere are many sacrifices that need to be given for success and the drive and motivation of the 
indi,idual must be able to keep the person going when things get tough. Certain personality characteristics 
were important for the individual to be able to start and operate an entrepreneurial business : characteristics such 
as self-confidence, a high level of activity potentiaL persistence and determination. 
The research showed the need for distinct and accurate descriptions of small business entrepreneurs as opposed 
to other small business O\mers. Erroneous descriptions of small business entrepreneurs and entrepreneurial 
businesses can jeopardize investigations in a variety of ways and an analysis of how small business 
entrepreneurs make their fundaruental contributions to economic development cannot draw sound conclusions if 
the case studies are not entrepreneurial (Carland et aL 1984). These small businesses. whether they are 
entrepreneurial or not ,are intimately linked to the owner-managers who control them. This research showed 
that not only are the entrepreneurial businesses that are created different from other small business o,mers. but 
so were the individuals that control them. "This research project argues therefore for a fundamental distinction 
between small business entrepreneurs and small business O\mer-managers, and secondl\" for a differentiation 
between entrepreneurial businesses and other types of small businesses (such as family businesses). 
Entrepreneurship should therefore not be used as a blanket term to describe all new business creation. The term 
"entrepreneurship" implies ilmovation and growth. whereas small business ownership does not. As the results 
indicate. one cannot use the term entrepreneurship to cover a range of different types of businesses. As Miller 
(1983) indicates. the type of business. its structure and strategy are important to an understanding of 
entrepreneurship. Different businesses have different requirements for entrepreneurship and a unified ternl is 
not plausible at tillS stage. As Begley and Boyd (1987b) argue. bctween-group comparisons matched on key 
organisational characteristics are necessary for a better understanding of entrepreneurship. 
Due to the qualitative methodology used. the research was subject to biases inherent in the qualitative research 
approach. These included the biases inherent in the inteniew process. such as the limitations outlined by 
Taylor and Bogden (1984). The research was also limited in its generalis ability due to the small sample sizes. 
The research was howeyer aimed at pro,iding a "alid description of the small business entrepreneurs and small 
business owners rather than attempting to provide generalisable results. It is therefore accepted that its 
generalis ability is liollted in extent. 
Despite these liolltations, the researcher feels that the research has validity with reference to the more general 
population of small business entrepreneurs. The research also highlights the need for holistic research processes 
that striye for a fundamental distinction between the entrepreneur and other small business owners. 
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TI,is research suggests a distinction between the de\'clopment and promotion of small businesses and small 
business entrepreneurship. TI,e research further points out the difficulty inherent with the promotion of and 
education in entrepreneurial skills . While it is apparent that certain skills (i.e. managerial skills) can be 
improved and enllanced through training and education. simple training ,,;11 not create more entrepreneurs as 
entrepreneurship is not entirely dependent on an imJiyiduals skills. There are certain psychological 
characteristics that are important for the potential entrepreneur. Small business entrepreneurship therefore 
requires an entrepreneur: an indiyidual with unique psychological characteristics. TIrrough an understanding of 
these psychological characteristics of the entrepreneur \,e can more effectively promote small business 
entrepreneurship in our conununities. 
The research indicated that only by attaining a holistic approach of small business entrepreneurs that ha,e been 
clearly defined as entrepreneuriaL ,,;11 researchers be more successful in furthering our understanding on small 
business entrepreneurship. Not differentiating beh,een entrepreneurial and non-entrepreneurial businesss and 
hence small business entrepreneurs and non-entrepreneurs, may result in inconsistent results in the future. Only 
by achieying tllls distinction in the samples under inyestigation can small business entrepreneurial research 
really progress. TI,ere is also a need for future research into clearly defined sample characteristics (e.g. female 
entrepreneurs in simple businesses). 
The results point to the idea that the entrepreneurial businesses were more likely in tills study to grm' and 
deyelop beyond the scope of the other small businesses. contributing more to economic adyancement. Job 
creation and innoYatiYe change than the small business m\ners. Innoyation and small business entrepreneurship 
are needed in society as much as in the economy. in public-sen'ice institutions as much as in pri,ate businesses. 
These positi,e aspects attributed to entrepreneurial businesses show the need for small business 
entrepreneurship as well as small business creation in South Africa. 
South Africa is in a period of transition. with change taking place at a rapid rate. lt is within this period of 
change and transition that entrepreneurs are most effecti,e, as tl,ey are able to perfonn effecti,ely in the 
ambiguous and uncertain em ;romnents. It is therefore now that an entrepreneurial culture is needed in South 
Africa. Although attempts at establishing an entrepreneurial culture in South Africa are being encouraged, 
efforts in tllls regard should be theoretically sound and based on experience in other countries. Methods of 
entrepreneurial development will, howeyer, have to be developed specifically for the South African context in 
order to be accepted and effective (Maas. 1993). 
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APPENDIX 1 
Guideline for Qnalitatiye interview 
I . Demographic information (age, gender, marital status, education & experience). 
Probe for: - preyious experiences (positive and negative). 
- significance of education and experience on their motiyes as well as their choice of business. 
- process of education and experience leading to self-emplo~ ment. 
2. The business (type, length in operation, size, employees, partners). 
Probe for : - reasons for starting a new business or taking over an existing business. 
- link between education and experience and type of business started. 
3. What were your motiYes for wanting your O\\TI business? 
Probe for: - positive or negati\·e motiyes. 
- the presence of role models. 
4. What are your reasons behind these motiyes? 
Probe for : - reasons for self-employment. 
- expectations of respondents concerning self-emplo~TIlent. 
- expectations concerning their particular business. 
5. Was there some particular eyent that led you to start/take m·er an existing business·) 
Probe for: - eyents that led to self-employ lnent. 
6. Has self-employment met these expectations that you had" 
Probe for: - problems encountered in starting and operating the business. 
- tec1miques used to oyercome these problems. 
7. What made you choose to start this particular business? 
Probe for: - previous ideas and identification of business opportunities. 
- competitive advantage of the business. 
- perception of the environment in which the business is operating. 
8. Do you have to be irmovative in this type of business? 
Probe for: - irmo\·ative behaviour displayed or any irmovative approach to business. 
9. How did your family and friends react to your decision to go into self employment? 
Probe for: - support from family and friends . 
-128-
10. Do you recciYe any support from indiyiduals outside the business') 
Probe for: - other forms of support. 
- consultation with outside organisations, financial and managerial. 
- the respondents· willingness to consult with other people. 
11. Were there any risks that you had to take in starting the business? 
Probe for: - ~ 'Pe of risks undertaken. 
- methods used to lower risks in any Iyay. 
- consideration of respondents perception of themseh'es as a risk taker. 
12. What made you start the business on your own! with a partner(s)? 
Probe for: - relationships to partners (if any) or experience of working on his or her olin. 
- decision making techniques used in the business . 
- responsibility taken in the business. 
13. What role does the busincss play in your life') 
Probe for: - leyel of commitment required by the business. 
- other comminnents in the indilidual's life. 
14. Do concerns about work WOITY YOU all the time? 
Probe for: - relaxation and other non work actiyities perfomled. 
15. Do you find the work demanding? 
16. Are you under any stress? 
Probe for: - techniques to deal lIith stress. 
- changes in stress leycl as the business developed. 
17. How would you like to see the business develop in the future? 
Probe for: - future plans concerning the business. 
- reasons for goals or aspirations for the business. 
- preparations made for the future. 
18. If you had to do it again. would you do it in the same way? 
Would you choose the same business') 
What would be differen!') 
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APPENDIX 2 
CQNSTRIJCTION OF THE SORT 
The Structured-Objective Rorschach Test (SORT) comprises the following (Lou\\", 1975, p. 3-9): 
For each blot 30 responses, arranged in 10 groups of three, are giv·en. Each time the subject must choose one of 
the three possible responses which, according to him or her, is most representative of the blot. or some part of 
the blot. 
In this way 100 responses are obtained for each subject. Each response contributes to the score of at least one 
of the variables which falls under Area and one of the variables which falls under Determinants. For man)" of 
the responses scores for one on the content variables and/or one of the variables P or 0 are also allocated. For 
each response, therefore. at least two or sometimes three or even four variables are allocated. 
(a) Variables 
When scoring the SORT. scores for 15 variables are obtained fIrst. These scores for the 15 variables are 
converted to T scores (a normalized scale with a mean of 50 and standard deviation of 10) which are then used 
to calculate scores for 25 traits. The interpretation of the SORT is done on Ule basis ofUle 25 traits. 
The 15 variables are the following: 
(i) Area: 
(ii) Detenninants : 
(iii) Content: 
w Responses inyoh'ing Ule whole blot: 
D responses invoh'ing major detail (used more often in responses): 
Dd responses inmh'ing minor detail (used less often in responses): and 
S responses im'oh'ing white space(s). 
F 
Fminus 
M 
FM 
FC 
CF 
Responses closely resembling the fonn of the stimulus: 
responses remotely resembling the form of the stimulus: 
responses invoh'ing hmnan movement or posture: 
responses involving animal movement or posture: 
responses inmh'ing colour and closely resembling the fonn of the 
st.imulus: 
responses invohing colour and remotely resembling the fonn of the 
stimulus: and 
Fch responses invoh-ing texture and shading. 
A 
H 
Responses about animals or parts of animals: and 
responses about humans or parts of humans. 
(vi) Statistically derived scores: 
P 
o 
Popular responses; and 
rare (original) responses. 
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(b) Traits 
The 25 traits are diyided into the following four aspects (Stone, (1958) citcd in Lou\Y, 1975) 
(i) Mental FWlctioning 
.~ 
111e intellectual ability of an indiyidual is not necessarily reflected in his eyeryday intellectual performance. It 
is desirable to kno,,' how the intellectual abilities are used, that is, the type of approach used in intellectual 
situations, the adaptability to the reasoning processes, the flexibility of ideas, and the ability to organise the 
mental processes. The " 'ay in which an indi\;dual uses his intellectual abilities can be deduced from the 
following traits. 
I. Theoretical Tendency is the facility for thinking in broad general terms, for getting perspectiYe and an 
oyerall picture and for seeing the relationships between parts. It is indicated by tile W score. 
2. Practical Tendency is the ability to think concretely and to tackle problems in a practical, concrete 
way or from definite details. It is indicated by the D score. 
3. Pedantic Tendency is indicated by the Dd score. An indiyidual with a high score has a preference for 
thinking and attacking problems from the standpoint of fine, minute details. There is a tendency to be 
perfectionistic and to concentrate on precise, sometimes tri\'ial, details. 
4. Inducti\'e Tendency is indicated by a combination of the M and W scores witil the formula y,(M + 
W). It is the facility for logical thinking, based upon inferences from elements, the use of their 
accwnulatiye synthesis to deriye principles and to come to conclusions or generalisations. and the 
ability to create a meaningful \yhole from details. 
5. Deductiye Tendenc\' is the readiness to apply. by ' logical approach. existing theories. principles and 
generalisations to data and to analyze their relationships. It is indicated by a combination of the M 
and D scores "ith the fomlUla Y,(M + D). 
A balance between trait 4 and 5. especially when both are high. indicates mental adaptability and 
efficiency. The intellectual potential of the indi\;dual is therefore more effectiYe because of the 
yersatility of his logical processes. 
6. Rigidity in Thought is indicated by the S score. The trait indicates a tendency to stick to fixed ideas. 
High scores suggest an Wlwillingness to change a point of view, while low scores suggest an 
uncritical acceptance of the viewpoints of others. 
7. Structuring is the tendency for mental alertness, precision and exactness in perception of reality, and 
awareness of and conformity with the demands of the environment. High scores indicate a rigid and 
formalistic way of problem solving. It is indicated by the F score. 
8. Concentration is indicated by a combination of the F and Fminus scores in the formula Y,(F-Fminus + 
100). It is the ability to pay attention to the task on hand and to avoid distractions from the 
environment or one's own thoughts. 
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9. Reduction of Intellectual Efficiencv 
As a result of the possible presence of certain factors a person's intellectual performance would be 
lower than that which he would normally have been capable of. The presence of such factors in an 
indi,;dual is indicated on his report form by a cross (x) only. 
a. Low Generalisation 
When the Theoretical Tendency is loll', that is, when the score for W is less than 42 on the T 
scale, the indi,;dual finds it difficult to pay attention to principles. and theoretical implications. 
b. Perfectionism 
When the Pedantic Tendency is high, that is, when the score for Dd is more than 63 on the T 
scale, there is an increased possibility that the order of thought may be lost in a welter of 
detail. 
c. Poor Control 
When the F minus score in the combination of the Concentration trait is predominant, that is, 
o,'er 57 on the T scale, the order of thought of the individual is not readily channeled. 
d. High Anxiet" 
When the Fch score is higher than 63 on the T scale, the individual fmds it difficult to accept 
his own conclusions, and the ability to bring thought to a logical end is impaired. Excessive 
worry and feelings of insecurity or incapacity may be predominant. 
e. Compulsivil\' 
(ii) Interests 
When 1/3(S+ F+Dd) is more than 57 the individual is inclined to needless repetition. excessi"e 
exactness and unreal conformity by which the mental processes can be prevcnted from 
proceeding to logical conclusions. 
n,e interest facets of behaviour refer to the range of an individual's reactions to his perceptual experience. 
Sensiti,;ty to a "ariety of kinds of percepts implies a broader range of interests than a paucity of percept types. 
I . Range of Interests indicates the extent of interests which may range from narrow to expansive. It is 
indicated by a combination of the H, P and a scores with the formula \I,(\I,(H+P)-A+100). 
2. Interest in Human Relations indicate perception of and attention to elements having human 
connotations, and is indicated by the H score. 
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(iii) Responsiyeness 
For this the modality as well as the frequency of the responses are used. [t is assumed that the choice of 
responses which are often seen by the majority of persons in the nonnatiye group, indicates confomlity. On the 
other hand, the consistent selection of responses rarely seen by others implies the tendenc\" to be different. 
' -, 
1. Conyentional 
The P score reflects the tendency to perceiye the same features in the same way as others do, that is, 
to perceiye the com·entiona!. This is indicatiye of empathic tendencies. A low score indicates a lack 
of s~mpathy , while a high score may be indicatiye of an immoderate emotional inyolvement. 
2. Indiyidualistic 
n,is reflects the tendency to perceiye that which is unique, different, non-confonning. sometimes even 
eccentric. The emphasis falls on the individualistic in the behayioUT. It is reflected in the 0 score. 
(iy) Temperament 
The traits listed under this heading are largely related to deep inner feelings. Often these feelings are being 
compensated for in outward behayioUT. Many of these ways of compensation may become occupational 
adYantages . 
1. Persistence is indicated by the S score. A high score is indicati"e of a strong tendency not to deviate 
from a set COUTse. It may seem like stubbornness. it may range from the inability to stick to a task to 
the other extreme of obstinacy, defiance and quarrelsomeness. 
2. Aggressiyeness refers to the aspiration to attain goals by means of accepted procedures. the 
willingness and desire to work, the tendency to accept life's challenge. the quality of mature self-
control and social conformity. lbis score is calculated from the M and F scores \\ith the fonnula 
V,(M+F) 
3. Social Responsibilil\' is indicative of the willingness to be subseryienl. even although it is not for 
personal gain, the acceptance of obligations to oneself, one's family and one's society. A score is 
derived from M and FC with the formula V,(M+FC). 
4. Co-operation is indicated by a combination of the FC and CF scores with the formula y,(FC+CF). It 
indicates \\illingness on the part of the individual to take part in group activities, the appreciation of 
and responsiveness in human relations, as well as the willingness to submit his own immediate needs 
to the long-range interests of others. 
5. Tact implies that the impulses and biases are under contro!. It indicates the degree of maturity which 
is expressed in the ability to maintain stable relationships with superiors, peers and inferiors, and 
implies a good balance between inner impulses, conscious self-control and the demands of the social 
environment. A score for Tact is derived from a combination of the FC, M and FM with the fonnula 
y,['h(FC+M)-FM+ 100]. 
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6. Confidence refers to ego-strength, self-confidence and persistence. It refcrs to inner feelings of 
personal worth, ranging from strong feelings of inferiority to strong feelings of self-assurance. A high 
score implies the ability to withstand stresses and maintain self-confidence under adverse 
circumstances. A score for Confidence is calculated from the M and FM scores with the fonnula 
Vi(M-FM+ IOO). 
7. Consistenc\' of Behaviour implies the tendency for characteristic behaviour patterns to be stable and 
well established, so that the individual's actions will be predictable. A score for Consistency of 
Behaviour is derived from the F, S and Fch scores with the fommla Y,[F-Vi(S*+Fch)+IOOJ. In the 
fonnula an equivalent (indicated by *) for S is used, that is the T score is transposed as follows: 
S* = 125-2S when S 5 50 
S* = 2S-75 when S > 50. 
8. A score for Anxiety is derived from the Fch score. It refers to a general feeling of apprehensiveness 
and inner uneasiness, a preoccupation with personal well-being, emotions and sensations_ the result of 
feelings of insecurity. Low scores indicate composure. Excessi\'e composure or an almost complete 
absence of Am:iety may indicate that the feelings have been suppressed to such an extent that the 
indi,'idual becomes cold and insensitive. Anxiety may be reflected in feelings of insecurity, 
inadequacy or constriction of behaviour as well as erratic behaviour, 
9, Moodiness refers to sharp fluctuations in mood. ranging from elation to depression. TIle intensity and 
duration of each phase may vary greatly, A score for this trait is derived from the FM. Fminus. F and 
M scores ,,;th the fonnula Vi[( ViFM+Fminus)- Vi(HM)+ IOOj. 
10, Activity Potential. reflected by the M score. implies control of emotional energy. the ability to follow 
through on planned action and concentration of energy in a specific direction, as opposed to dissipation 
of energy in non-productive channels. 
II . Impulsiveness indicates tlle tendency to react to stimuli without thought and may lead to the taking of 
decisions on the spur of the moment. A score is calculated from F and Fminus with the fonnula 
'/'(Fminus-H I (0). 
12. Flexibilitv is indicated by a combination of the FC and CF scores usmg the formula 
VirVi(FC+CF*)+Mj. Flexibility indicates a general adaptibility, the ability to accept most situations 
and to handle them in a mature manner, and the ability to adjust readily from one situation to another. 
In the fonnula an equivalent (indicated by *) for CF is used, that is the T score is transposed as 
follows : Cf* = 100-CF. 
13. Confonnitv is regarded as the tendency to accept and be guided by socially accepted codes and customs 
and is indicated by a combination of the P and 0 scores with the fonnula Y,(P-O+ 100), A low score 
indicates an unwillingness to pay attention to the viewpoints of others, while a high score may indicate 
lack of discernment. 
